Google 



This is a digital copy of a book that was preserved for generations on library shelves before it was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

It has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often difficult to discover. 

Marks, notations and other maiginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing tliis resource, we liave taken steps to 
prevent abuse by commercial parties, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the files We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain fivm automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attributionTht GoogXt "watermark" you see on each file is essential for in forming people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a book is in the public domain for users in the United States, that the work is also in the public domain for users in other 
countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means it can be used in any manner 
anywhere in the world. Copyright infringement liabili^ can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's books while helping authors and publishers reach new audiences. You can search through the full text of this book on the web 

at |http: //books .google .com/I 







A SHORT INQUIRY 

INTO TKS 

PEOFITABLE XATUEE OF 
OCR IXVESTMENTS. 







.» 




600021 21 OC 




. » t « 



tr^sfsssmmmmmmm 



\ ' 



■Br 






•/, 



I - 



\'^ 



A SHORT INQUIRY 



IHTO THK 



PEOFITABLE NATURE OF 



OUR INVESTMENTS. 



WITH A RECORD OF MORB THAN FIVE HUNDRED OF OUR MOST 

IMPORTANT PUBLIC SECURITIES DURING THE 

TEN YEARS 1870 TO 1880. 

[Partly Beprinted from " The Economist"] 



BY 

ROBERT LUCAS NASH, 

COMPILEB OP "fENN ON THB FUNDS " — BDITI0N8 X., XI., AND XIl. 




LQ] 

EFFINGHAM WILSON, ROYAL EXCHANGE. 



1880. 

[All Rights Resenred.] 

Price 58* 

252 . a . 3S2. 



■/■ 



COVSINS AHB 00., 

PBIIfTEBS, 6, HELVET COUBT, STIULKD, 

LOKSON, W.C. 



ooiTTEirars. 



■o- 



Page. 

The Nature of Our Investments 1 

Britisli Government Securities 7 

Colonial Government Debentures 10 

India as a Profitable Field for Investments ... 17 

Foreign Government Guarantees 22 

United States Government Securities 32 

Home Bailwaja 34 

Colonial and Foreign Railways 43 

English Banking Companies ....... 52 

Scotch and Irish Banking Companies 60 

Colonial Banks. 68 

Indian Banks 71 

Foreign Banks 74 

London Discount Companies 77 

Insurance Companies 80 

Marine Insurance Companies 84 

Gas and Water Properties 86 

Telegraph Cable and Manufacturing Companies . . 90 

Steamships and Dock Companies 93 

Land and Land Mortgage Companies 96 

Tramways 100 

Mining Companies 103 

Iron and Coal Companies 103 

Conclusions 102 



A SHORT IFQUIRT 



IKTO THE 



PEOFITABLE NATURE OF OUR 

IFYESTMENTS. 



Which are our most profitable Investments ? 

Shall we be compelled to agree with those who hold 
to the opinion that the safest investments are, in the long 
run, the cheapest, and that the virtual absence of risk 
attaching to Consols should outweigh all other considera- 
tions ? Some, again, there are who consider that high-class 
Eailway Debentures or Preference Stocks afford what is 
in reality an equally safe security, with a little better 
return. Others believe that the yet higher rate of interest 
yielded by Colonial Government Debentures, or by well- 
tried Foreign Government Bonds, more than compensate for 
the trifling additional risk incurred. And so on, throughout 
the different grades of securities, different investors will be 
found to fancy each, until at length we arrive at those 
involving the grayest riaks, those which in but a very small 
minority of instances can really be expected to prove prizes 
to the speculators who are their shareholders. 
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These are the securities which, are generally the most 
industriously advertised. Certain it is that the advertisers 
do for the time convince many that — as an instance in point 
— the most lucrative holdings at the present day will be 
Indian gold mines^ Canadian unguaranteed railway stocks, 
new tramways, and the at present least profitable of our 
home railways, in the same way as in times past a certain 
class of people were made to believe in finance companies, 
American mines, asphalte companies, sewage companies, or 
in patent gas. But one point may, at any rate, be deter- 
mined with some approach to accuracy — Which of our 
investments have up to the present time been the most 
profitable to English investors ? And while that question 
is the main object of the task before us, some suggestions 
may be offered, some reasons given, which may serve 
careful investors as a guide to the future. 

This Inquiry was first suggested to me by a cautiously 
expressed opinion in Mr. Hyde Clarke's paper on the 
" Debts of Sovereign and Quasi- Sovereign States,^' that 
in spite of the heavy losses incurred by investors in such 
defaulting loans as those of Turkey, Peru, Honduras, and 
the like, ^^it is questionable whether foreign loans can in 
any way be regarded as having lost the savings of the 
country. '^ It was but natural that if Mr. Clarke were thus 
dubious of the ground on which he was standing, others 
should be yet more so; and (foreign stocks being then 
in marked disfavour) it was perhaps some desire to test 
this conclusion, while proving further that colonial debentures 
had been more profitable to our investors, which induced 
me to work out the return which had actually been yielded 
over a long period of years upon every security of these 
* tions quoted in the Stock Exchange OflBcial List. 
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An intimate acquaintance with, the different departments 
of the Stock Markets (for I had written almost daily upon 
the fluctuations in, and the profits realised by, securities 
during a period of nearly twenty years) had not prevented 
my forming what I must now admit were erroneous 
opinions. My ^^ averages," when I had worked out all 
these calculations, were a complete surprise to me. Mr. 
Hyde Clarke might have spoken out far more decisively; 
for the result proved that, after deducting the losses in- 
curred upon defaulting securities in 1874, 1875, and 1876, not 
only had Foreign Government Stocks been a profitable 
holding to our investors taken as a whole, but that they 
had during the past ten years been more profitable to us 
than Colonial Government Debentures, in spite, too, of the 
fact that no colonial securities were, or had been, in default. 
This statement is not an opinion. So far, as I hope to con- 
vince you, I am stating an absolute fact. 

Having thus far proved that not only myself but many 
others (being more biassed by the noisy little defaulting States 
than by the paying great ones) had entertained prejudices on 
the question of foreign stocks as investments which it was 
desirable cautiously to remove ; I determined to extend the 
inquiry to home railways, to colonial and foreign railways, 
to English, Scotch, Irish, colonial and foreign banks, to 
insurance companies, and various miscellaneous securities. 
And here, in brief, are the results attained by this inquiry. 
The securities actually tabulated are 555 in number, 
representing a nominal paid-up capital of £4,160,000,000, 
and a market value of £3,750,000,000; and I venture to 
think that the percentages as they stand will be a surprise 
to many besides myself. 
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PbOHTB BxJlLISED BT IkTIBTOBB in THI UNDIBKINTIOiraX) SlOUBXTniB 

IK TBI Tim Tbaab tbom Jakuxxt, 1870^ to Jaxttabt, 1880. 



British CtoTsmment Three per Oenti. 

Bank Stock 

Indian Sterling Four per Genti. 

Oolonial G-ovemment DebentoreB 

Foreign OoTemment Stocks 

Home Bailwaj Debentnre Stocks 

Do. Preference Stocks 

English Railway Ordinary Stocks . . . . 

Scotch Bailway Ordinary Stocks 

Irish Railway Ordinary Stocks 

Indian Railways 

Canadian Railways 

American Railroads 

Continental Railways 

South American Railways 

London Banks 

Prorincial Banks 

Scotch Banks 

Irish Banks 

Indian Banks 

Colonial Banks 

Foreigrn Banks 

Discount Companies 

Old Insurance Companies 

Marine Insurance Companies 

Home Gas Companies 

Metropolitan Water Companies 

Telegraph Companies 

Principal Steamship Companies 



Profit in 
Diyidenda. 



% 



per annuxa. 
3-2 
41 
40 
50 
5-9 
4-S 
4-7 
52 
5-6 
6-4 
4-8 
1-9 
5-7 
6-1 
5-3 
7-9 
7-5 
52 
60 
51 
8-4 
7-2 
6-8 
7-4 
6-7 
67 
5-1 
6-6 
61 



Gain on 
Principal. 



% 



per annum. 
0-i 
1-4 
0-S 

as 

OS 
1-0 
1-8 
8-8 
6^ 
3-9 
1-6 
0-2 
3-6 
0-4 
3*4 
3*9 

a-1 

-3-7 

8-1 
-2-0 

4-3 
-1-1 
-10 

9-4 
. 11 

2-2 

50 
-1-3 

0-3 



Totaa 
ProfitB. 



% per annnm. 

3*8 

5-8 

4-3 

5-5 

6-2 

5-8 

6-5 

•-0 
U-8 
10-3 

6*3 

3*1 

9-3 

5-S 

87 
11*8 

9*6 

1-5 

9-1 

31 
12-7 

6-1 

5-8 
16-8 

7-8 

8-9 
10-1 

63 

6-4 



It may, perhaps, seem to be a faulty arrangement of details 
thus to tell the end of my story first ; but really no bald 
outline such as this can serve as a guide to investors. 
Indeed, the whys and wherefores of this long list of per- 
centages are sufficiently instructive and interesting in 
themselves, even though an outline of the net results be 
known already. Some of these securities • paid best at 
the commencement of the decade; others at the end. 
Others, again, have passed the period at which hplderg 
can expect to realise large returns either in the shape of 
dividends or by a gain on the market value of their prin- 
cipal. There are other undertakings, which, having passed 
through a long probationary period during which their 
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dividends have been " nil," are now gradually approacliing a 
profit-yielding condition, and others which have been the 
sport of temporary ebbs and flows of speculation sufficient 
to affect the results. Such considerations should be 
duly weighed by careful investors, who above all things 
ought to know why they have invested, accepting no 
man's verdict but their own. Here, for instance, may 
be a rapidly growing town or a colony the trade of which is 
showing a great expansion. Then — ^the banking operations 
in that town or that colony must doubtless be extending; 
and the best established banks therein offer special induce- 
ments to the investor. Silver may show indications of 
rising in price. Then — silver rentes, rupee paper, or such 
like silver investments, may be specially worth holding. A 
country has emerged from a war with credit impaired, but 
resources far from exhausted; a railway may be serving a 
district which you know to be growing rapidly; or a close 
acquaintance with special branches of trade may aid your 
judgment. There are always instances occurring wherein a 
careful inquirer may reasonably convince himself that there 
is a fair prospect of advancing prosperity. Then let him watch 
those prospects closely, and trouble himself aslittle as possible 
concerning the daily fluctuations in the Stock Exchange, 
which as a rule are wholly apart from the merits of the case. 
Just a few words more before proceeding to deal with 
the securities themselves. It will be gathered from the 
facts and statistics supplied that this Inquiry really forms 
a sort of history of investments during the past ten years. 
The reasons why a limit of ten years has been selected for 
the Inquiry are briefly these : — In the first place, one-half of 
the securities now in existence had either not been created 
ten years ago, or then existed in a very different form ; and 
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to have carried the inquiry further back into the infancy of 
joint-stock enterprise would really have been useless to 
existing investors, vrith the few exceptions which will be 
touched upon hereafter. In January, 1870, the country 
was beginning to revive after a long period of commercial 
and financial stagnation, while to all appearance such was 
the condition of this and other European countries in 
January, 1880. It would obviously have been unfair to 
date the Inquiry either from the manias of 1864 or 1873; 
and altogether no better period, I think, could have been 
selected. As yet, ten years cover a long time in the history 
of most of our securities. 

With respect to the accuracy of the totals and averages 
given at the foot of the various tables, they are open to thifl 
objection — that the average yearly return upon a security 
of six, seven, eight, or nine years^ standing is placed side 
by side with those which have been in existence the full 
ten years. This, however, does not afiEect the conclusions 
arrived at in a really measurable degree, and almost all 
stocks or shares which have been in existence less than 
five years (and as the last five years have been years of 
depression, those stocks are seldom important) have been 
excluded from this Inquiry. They have been in existence too 
short a time to gauge their profitable nature with accuracy. 
Finally, the average percentages of profit have been struck 
upon the existing amounts of stock, not on the average 
amounts, nor on the aggregate market values of ten years 
ago, calculations which it would have been quite impossible 
to make. If anything, the percentages given are slightly 
under rather than over-stated, no deductions from recorded 
market values having been made for dividends accrued; but 
argin of error is small, and that on the safe side. 



BBITISH GOYBBNMENT SECURITIES. 



I. 

BRITISH GOVERNMENT SEOXJRITIES. 

Two points can be urged in favour of the ^^ Tliree per 
Cents/^ They are held to be the safest investments in the 
world, and as such commend themselves to the trustee and 
the executor. They are certainly the most readily market- 
able securities in the worid; and as such are peculiariy 
adapted to the banker, who has to invest a much larger 
proportion of his funds than he used to do. It may be 
objected that legislation has inflated the price of Consols 
by rendering the investment of certain funds therein com- 
pulsory ; but such investments are likely rather to increase 
than diminish, so that the consequent inflation will doubt- 
less continue. The banker's objection, that he may have to 
realise in periods of panic, or when from other causes the 
value of money is high and that of Consols comparatively 
low, may possess more weight. But the same must apply 
to all securities which a banker can hold, even to Exchequer 
Bills, of which the supply now-a-days is very meagre. 
For these reasons it seems probable that the Home Funds, 
which have now attained a very high level in the market, 
may in future be more firmly sustained in price than a 
decade and more ago we were accustomed to see them. 



8 



PROFITABLE NATURE OF INTBSTMENTS. 



Apart from this, the Home Funds have for years past been 
diminishing in quantity; and the ever-increasing demand 
points clearly in one direction, — that of a conversion into 
Two and a-half per Cents. Such a conversion may not 
come for some years, and could never involve a loss of 
principal. But after 1885, we must bear in mind, the re- 
demptions of the Three per Cents, on account of the Sinking 
Fund bid fair to be far larger than at present, and a new 
element will thus be brought to bear upon the market. 
But, it may be urged, — ^^ What would be the effect of a 
great war upon the price of Consols V The answer may 
be summed up in a word — " Temporary.^' In the same 
way, French Eentes are higher now than ever they were 
before the disasters of 1870-71, which doubled the French 
debt, and lost her two of her fairest provinces. 

The return upon a ten years^ investment in British 
Government Securities is shown in the following tables : — 



3 per Cent. Oonsols .... 

New 3 per Cents 

Bednoed 3 per Cents.... 

New 2i per Cents 

Exchequer Bills (Maxoh) 
Do. (Jnne) 



8 . 



92 

9l{ 

74 
2/pin 
2/pm 



DiYiDsiTDB Paid in UKDERXENnoinsD Tears. 



1870 



1871 



% 


% 


3 


3 


3 


3 


3 


3 


2* 


2i 


2| 


^ 


H 


2h 



1872 



% 
3 
3 
3 
2i 



1873 



% 
3 
3 
3 
2i 



1874 



% 
3 
3 
3 
2* 
2* 
3 



1875 



% 
3 
3 
3 
2i 
8 
2* 



1876 



% 
3 
8 
8 
2i 
2 



1877 



8 
3 
3 

2i 
2 

2i 



1878 



% 
8 
3 
3 

2i 
2i 
2i 



1879 



% 
3 
3 
3 
2i 
3i 
2f 



Total 



% 

30 

30 

30 

25 

26| 

26i 






% 

97* 
97i 
974 
79 
2/pm 
2/i)m 



The unusually high rate paid upon March Exchequer Bills 
in 1879 was a relic of the panic of 1878. In September, 
1878, the rate for the ensuing half was fixed at 3^ per cent, 
per annum, and in March, 1879, it was fixed at 3 until 
September, 1879. 

Tn addition to the 30 per cent, paid in dividends on 
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Consols during the ten years, there was a rise of 5^ per 
cent, in the market value, making the total return 35^ per 
cent. ; or, upon the market value ruling in January, 1870, 
as much as 38*5 per cent, which is equivalent to £3 17s. Od. 
per cent, per annum as the return upon the investment. 
The percentages of profit may be set forth as follows : — 





Yield in 
Dividend 
per Cent. 

per 
Annum. 


Yield on 
Value of 
Principal 
per Cent. 

per 
Annum. 


Together 
per Cent. 

per 
Annum. 


Present 

Amount of 

Stock. 


Present 

l£arket Value 

of the 




Principal. 


3 ner Cent. Consols 


% 

3-26 
3-26 
3-26 
3-38 
2-66 
2-62 


% 

0*59 
0-58 
0-58 
0-67 
nil. 
nil. 


% 

3-85 
3-84 
3-84 
4-05 
2*66 
2-62 


& 

394,043,000 

204,660,000 

92,679,000 

3,758,000 

2,601,000 

2,562,000 


£ 

384,192,000 


New 3 per Cents 


199,082,000 


Bednoed 3 per Cents. 


90,130,000 


New 2i per Cents 


2,969,000 


■Ryp.hwTier "Rills , .r-... 


2,603,000 


Do. (June) 


2,563,000 






Averafjfes and totals ... 


3-26 


0-58 


8-84 


700,303,000 


681,489,000 
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11. 

COLONIAL GOVERNMENT DEBENTURES. 

■ 

In the ten years 1870 to 1880 Colonial Debentures have^ 
not only as a class, but individually and without exception, 
yielded a handsome return to all iuTestors therein. But, at 
the same time, they have at length arrived at a position in 
the market which we can safely aflBrm will preclude them 
from yielding any such percentage of profit in future. In 
1870, for example, Canadian 5 per cent. Bonds, redeemable 
at par in 1885, were worth 96, and they paid the investor 
nearly 5^ per cent, in interest, with a prospective bonus 
upon redemption. Now, however, in the face of heavy 
Canadian borrowings, those same debentures stand at 105^, 
yielding a present purchaser but 4j per cent, in interest, 
with a prospective loss of principal five years hence of 5^ 
per cent., or more than an entire year's dividend. An in- 
vestor who had held these bonds during the past decade 
would have realised 6j per cent, per annum, including the 
gain in the value of his principal ; but during the next five 
years he can only receive 3f per cent., after making due allow- 
ance for redemption at par.* In this way it can be readily 

* As previously stated, all percentages of profit given in this work err 
in being to some extent under-statements, no allowance luiTing been 
"uule for dividends accrued. 
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underBtood that whereas in 1870 Colonial Government 
Debentures afforded a field for investment in which from 
$ to 6 per cent, profit might be expected with reasonable 
•certainty, they now offer to the buyer from 4\ to 4^ per 
•cent., and in the case of New Zealand a trifle more. 

Btill, similar diminutions of prospective profits can be 
urged in respect to Consols, railway debentures and prefer- 
ence stocks, and in almost all other classes of investments 
with fixed guaranteed dividends ; and though our colonies 
have all of them continued to run rapidly into debt, the 
public recognise that that indebtedness is incurred for legi- 
timate objects — ^for the construction of railways, roads, tele- 
graphs, waterworks, canals, and immigration. It is not 
necessary to show that such works — ^railways for instance 
— earn in net revenue a sum sufficient to provide for the 
service of the entire debt incurred on their behalf to prove 
that they are reproductive. This is the direct return. But 
fiuch is the great power which a railway exercises over the 
prosperity and taxable property of a colony by doubling or 
trebling the value of its inland productions, its wool, or 
wheat, or copper, that if in the first ten years of that rail- 
way's existence it can be shown to have earned but half the 
interest on the cost of construction, I am of opinion that 
the colony was fully justified in incurring the outlay, and is 
in no fear of being out of pocket by the transaction. At 
the end of 1878 Victoria possessed 1,052 miles of Kne in 
operation, which had cost about £16,500,000 to construct, 
and the net earnings upon which in 1878 were £590,976. 
Thus, Victorian railways were directly profitable to the 
extent of 3*6 per cent., whereas the Government is pay- 
ing upwards of 5 per cent, interest upon the debt, to be re- 
duced probably to 4^ after 1885. But few will deny that 
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these lines are the making of the colony and a source of 
income to the State. New South Wales railways pay 
equally well. Not so those of New Zealand^ the net income 
derived from which is not yet over 2^ per cent, on the 
capital outlay. This last-named colony has certainly been 
most lavish in its expenditure on capital account^ and^ far 
from constructing works to meet existing requirements, has 
admittedly undertaken great public works in view of a future 
development. A national debt of £60 per head, with an 
annual charge of £3 9s. per head, might well be con- 
sidered appalling. Yet the financial position does not 
appear to be so seriously imperilled that more careful 
guidance in future will not be able to retrieve a position in 
this Money Market which other flourishing Australasian 
colonies already possess. Indeed, the new Ministry of last 
year have notified that after they have completed the works 
to which they were committed by their predecessors, they 
will thereafter confine their outlay on new works to the net 
product of the land revenues. If they adhere to this pro- 
mise, doubtless all will be well. Cape railways have thus 
far paid the State to the extent of 2 "6 per cent. 

But to return to the subject matter of this treatise. The 
following table sets forth the dividends and market values 
of the leading Colonial Stocks upon the same plan as 
adopted in the case of British Government Securities. 
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%. 



Antij;aa6% 

BritiBli Oolombian 6 
redeemaUe 1873. 
Do. 6 %, redeem. 1883 
Do. 6 % Vancouver .. 
Do. 6 %, redeem. 1894. 
Do. 6 %, 1877 (Provincse) 
Cape of Good Hope 6 %, 
redeemable 1873 
Do. 6 %, redeemable 

1880^ 

Do. 6 %, redeem. 189L. 
Do. 6 %, redeem. 1891. 

Do. 5%, 1866 

Do. 6%, 1867 

Do.4|% 

Oeylon 6 %, redeemable 

18«2^ 

Do. 6 %, redeem. 1878.. 
Do. 6 %, redeem. 1872.. 

Do.4i%, 1876 

Canada 6 %f redeemable 

1877^ 

Do. 6 %, redeem. 1881-4 
Do. 5 %, redeem. 1885.. 
Do. 5 % (Inscribed) 
Do. 4 % (Intercolonial) 
Do. 5 % (Canada guar.) 
Do. 4% (Rupert's Lnd) 

Do. 4 %, 1874-5-6 

Do. 4 %, 1878 (Home^ 

guaranteed) > 

Do. 4% (Gandn.onl7)J 

New Brunswick 6 % 

l^ova Scotia 6 %. 1886 ... 
P. Edward Is. 6 %, 1873.. 
Quebec (Provinoe), 5 %, 

1874 

Mauritius 6 %, 1862 

Do. 6%, 1865 

Do.4i%,1876 

Do. 6 %, redeem. 1873.. 

Do. 6 %, redeem. 1878.. 

Natal 6 %, red. 1883^ 

Do. 6%, 1867 

Do. 6%, 1872 

Do. 4*%, 1876 

New Suuth Wales 5 %, 

red. 1871-6 

Do. 5%, red., 1888-92 
Do. 5 %, 1866^ paid off 

1875 

Do. 5%, 1868 









Diyidends Paid in Undermentioned Tears. 



1870 



100 

100 
100 
100 
90 
100 

105 

109 
112 
1101 
101 
104 
say 98 

112 
110 
105 
1041 

107 
106 

96| 

96 
104 

95 
108f 

901 



96i 






106 

106i 

104f 



% 
6 

6 
6 
6 
6 





a 

6 
6 
6 
6 



6 

6 
6 



6 
6 
5 
5 
4 
5 



1871 



6 

6 



% 
6 

6 
6 
6 
6 



6 

6 
6 
6 
6 
6 



6 
6 
6 



6 
6 
5 
5 
4 



18r21873 



i 
6 



98 


• « • 


« • • 


107 


« 


6 


110 


6 


6 


1001 


• • • 


• • • 


106 


6 


6 


106f 


6 


6 


106i 


6 


6 


107 


6 


6 


100 


... 


• • « 


96 


... 


« • • 


102 


5 


5 


102 


5 


5 


102 


5 


5 


102 


5 


5 



% 

6 

6 
6 
6 
6 



6 

6 
6 

a 

6 
6 



6 
6 
6 



6 
6 
5 
5 

4 



6 
6 





6 

"e 

6 
6 
6 



5 

5 

5 
5 



% 
6 

6 
6 
6 
6 



6 

6 
6 
6 
6 
6 



6 
6 



6 
6 
$ 

5 

4 
5 



1874 



6 
6 



6 
6 

6 
6 
6 
6 
6 



5 
5 

5 
5 



% 
6 



6 
6 
6 



6 
6 
6 
6 
6 
H 

6 
6 



6 
6 
5 
5 
4 
5 
4 



1875 



6 
6 
6 



6 
6 



6 
6 
6 
6 



5 
5 

5 
5 



% 
6 



6 
6 
6 



6 
6 
6 
6 
6 
4| 

6 
6 



6 
6 
5 
5 

4 
5 
4 

4 



6 
6 
6 

5 
6 
6 



6 
6 
6 
6 



5 
5 

5 
5 



1876 



% 
6 



6 
6 
6 



6 
6 
6 
6 
6 
4i 

6 
6 



6 
6 
5 
5 

4 
5 

4 
4 



6 
6 
6 

5 

6 
6 



6 
6 
6 
6 



5 
5 



1877 



% 

a 



6 
6 
6 



6 
6 
6 
6 
6 

4i 

6 
6 

■'4 

6 
6 
5 
5 
4 
5 
4 
4 



6 
6 
6 

5 
6 
6 
41 

• • • 

6 
6 
6 
6 

4* 



1878 



1879 Total 



% % 
6 6 



6 
6 
6 
6 



6 
6 
6 

a 

6 

4* 

6 
6 

6 
6 
5 
5 

4 
5 

4 
4 



6 
6 
6 

5 
6 
6 
4i 

"a 

6 

a 
a 

4i 



a 
a 
a 
a 



a 
a 
a 
a 
a 

a 



4| 

a 
a 

5 
5 

4 
5 

4 
4 

4 

4 

a 
a 

6 
5 

a 
a 
4i 



a 
a 
a 
4i 



24 
60 

ao 
ao 

12 
24 

ao 

60 
60 

ao 

60 
27 

ao 

54 

18 
13i 

60 

ao 

50 
50 
40 
50 
24 
20 
4 

4 

ao 
ao 

36 
25 

ao 
ao 

m 

24 
54 
60 

ao 

42 
13* 

35 
50 

30 
50 



% 

ao 100 



loa 

108 
107 
115 



107 
113 
112 
108 
113 
•98 

105 

• *" 
104 

104 

loa 

105i 
105i 
108i 
106 
106i 
95 
108i 

95 

111* 
110 

107 

104 
103 
114 
102 

•... 

• • • 

loa 
loa 

105 
961 



loa 



♦105 



• Redemptions have occurred in these instanoee. 
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PfiOFITABLE NATUAE OF IKYESTMENTS. 



Colonial Goyibnunt Loaks — Continued. 



Is 



Kew Sonth Wales 5 %, 
1870 

Do. 4%, 1875 

New Zealand 4 %, 1887.- 

Do. 6%, 1861 

Do. 6%, 1864 

Do. 5% Consols 

Do. 6%, 1866 

Do. 6%, 1866-7 

Do. Auckland, 6 % 

Do. 4i %, 1874-5 

Do. 5%, 1876 

Do. 6%, 1878 

Queensland 6 %, 1864 ... 

Do. 6%, 1868 

Do. 6%, 1871 

Do. 4% 

South Australian 6 %, 
1872-80 

Do. 6 %, 1881-1891 .... 

Do. 6 %,red^ 1891-1900 

Do. 6 %,redenL, 1901*18 

Do. 4% 

Straits Settlements 4| %, 

1877 

Tasmanjam 6 %, 1866... 

Do.6%,186t 

Do. 4%, 1878 

Trinidad 5 %, 1874 

Yiotoria 6 %, Boilwaj, 
1869-63 

Do. 6%, 1865 

Do. 5%. 1869 

Do. 4%, 1876 

Do. 4%, 1876 



1^ 



98i 
91* 

• • • 

107 
95i 
95 

106 

106 

105i 
96 

100 

100 

im 

llOi 

106 

90 

107 
110 
112 
112 
95 

m 

109i 

109* 

94 

100 

111 
114* 

'^ 

96 



Diyidendfl Paid in Undermeationed Years* 



1870 



1871 



% 



4 
6 
5 
6 
6 
6 
6 



6 
6 



6 
6 
6 
6 



6 
6 



6 
6 
5 



% 
5 

• • ■ 

4 
6 
5 
6 
6 
6 
6 



6 



6 
6 
6 
6 



6 
6 



6 
6 
5 



1872 



% 

5 

4 
6 
5 
5 
6 
6 
6 



6 
6 
6 



6 
6 
6 
6 



1878 



6 
6 



6 
6 
5 



% 
5 

• « • 

4 
6 
5 
5 
6 
6 
6 



6 
6 
6 



6 
6 
6 
6 



6 
6 



6 
6 
5 



1874 



% 



4 
6 
5 
5 
6 
6 
6 
4* 



6 
6 
6 
6 

6 
6 
6 
6 



1875 



1876 



6 
6 



6 
6 
5 



% 



4 
6 
5 
5 
6 
6 
6 
4* 



6 
6 
6 
6 

6 
6 
6 
6 

4 



6 
6 



6 
6 
5 

4 



1877 



% 

5 
4 
4 
6 
5 
5 
6 
• 
6 



6 
6 
6 
6 

6 
6 
6 
6 

4 



6 
6 



6 
6 
5 

4 



% 

6 
4 
4 
6 
5 
5 
• 
6 



18781879 



% 

5 

4 
4 
6 
5 
5 
6 
6 



6 


6 


** 


4* 


6 


5 


• « ■ 

6 


• • • 

6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


4 


4 


• •• 


4* 


6 


6 


6 


6 


• •• 

5 


• •• 

6 


6 


6 


9 


6 


5 


5 


4 


4 


4 


4 



TotaL 



% 

5 

4 
4 
6 
5 
5 
6 
6 
6 

4* 

5 

5 
6 
6 
6 
6 

6 
6 
6 
6 
4 

4* 

6 
6 

4 
5 

6 
6 
5 

4 
4 



% 

SO 
16 
40 
60 
50 
50 
60 
60 
60 
27 
15 
5 
60 
60 
48 
86 

60 
60 
60 
60 
20 

9 
60 
60 

4 
25 

60 
60 
50 
20 
12 






ice 

96 

112 

104 

•101 

112 

m 

112 
951 
102% 
100 
107 
115 
115 
91 

109 
106 
118 
122 
941 

101 

114 

114 

93 

•104 

1061 

116 

108 

96 

96 



* Redemptions hare oocorred in the instances of these loans. 



Throughout the entire list the interest payments show an 
unbroken line. There are no defaulters. The only varia- 
tions on the ten years have been in the rise in prices, which 
has been monotonously continuous. It will be gathered from 
the following table that, as a whole. Colonial Government 
Securities have paid the investor 5i per cent, during the 
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past ten years, of which 5 per cent, was represented by 
dividends received, and i per cent, by the gain in market 
value of his principal : — 

CULONIAL QOVBaxMBNT SBCnWTIlS. 





Yi«ld 


Tisldin 




Pm- 


ProSt 










V»lu= 


Frwt 


cwnt- 


"Zmp- 


Total 


lUrket 


— 


5 


per 


Imoimt 
Btosk. 




per 


Tilntcf 

tha 
P*mctp»L 


t^^l...,.s^«. 


"^ 




WOOD 


~^ 




84 




d«e»>U.lS73 


BD 




uL 


100 


mL 


8T) 


npaid. 




9-0 




tODW 






B^ 


51,000 


Do. B % VuiooovK 






lOOOO 








4LDM 








100 ODO 






a-s 


107000 


Do.6% 1877 (Proilnw). 


81) 


7-* 


ISO 000 


ML 




isa 


i;%ixw 


"^d^SS^S^"* "^ 






















100 














168,000 






9-3 






B8 


0-1 


igooo 








IV TO 






0-1 


181000 






9* 




Do. S %, 1BB5 




0- 


aoeooo 






0» 




Do.6%.1897 


6« 




174,000 






07 




Do.ti% 


« 




B^srooo 


»s 


+ 00 


*« 




OeTl<»ia% redsmUS^ 




-Ofl 


350000 


OIL 










-08 


ml. 
















uL 










Do.*l» 1S70 


*-3 




■wrw 


nil. 




44 




CluuidaB%redBsiiLlS77.S0 


6-8 


-0-3 






-O-S 


S« 




Do.B%,Tedeem.l8ai.Sl 






oo 








.,J3aOOO 
















BMOOO 




s-a 




1 1 oo 






Bl 


].5DB,0OO 




88 


0* 


1 H 00 


■uL 




«« 


1.6^^000 


DS:!i%!SsS«'iI^) 




1« 


K »o 


na 












1 00 








11S3000 








000 






S4 


7Usooa 


Do. 4%; 1878 (Home aw) 


!" 


a 10 


C1 joo 






«' 




_Do.*'it(Oui.di»nonlr) 








1425^000 




■« 


o-s 










^>>0 


I(onaaotuS% IBM 








nU. 






U70M 


P. Edward Idond e % 1873 








niL 




6f) 


£35,000 


ss,Kr&""" 


1 


i-a 


1 00 


niL 




n 


1-MOOO 






- 00 


ulL 




s^ 


2M(TO 


Da. 8 %, 18«S 








niL 








Da.*i%187e 


* 




1> w 


nU. 




'■ 8 


Iff-. JOO 




e 


-IS 


uA 


100 


















-0« 






NBtiJS% r«d«iDLlB8»^ 














i)i»no 


Do.fl%.1887 






88,000 








4»0 


Do,B%.lS7!! 


-0 


l>8 


180000 










Do.*i% 1S7S 






1^000 








).-.jtOI«) 


K«w SonUi Wala $ % nd. 
















1971-? 




-05 


DiL 


100 


-frS 


44 


^%a 


Do.5%,™a 1888^ 


*■» 


-0-* 


ZXVXO 


niL 






Do. S % 18B< p>id off 
























100 






reiBrf 
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PROFITABLE NATURE OF INTESTMENTS. 



Colonial GK^yebnieent Secusitieb — Continued. 



New Soath Wales 5 %, 1868 

Do. 5%, 1870 

Do. 4%, 1876 

New Zealand 4%, 1857. . 

Do. 6%, 1861 

Do. 5%, 1864 

Do. 5 %, Consols 

Do. 6%, 1866 

Do. 6%, 1866 

Do. 6 %, Auckland 

Do.4i%,1874^ 

Do. 5%, 1876 

Do. 5%, 1878 

Queensland 6 %, 1864 

Do. 6%, 1866 

Do. 6%, 1871 

Do. 4% 

South Australian 6%,1872-80 

Do. 6%, 1881-1891 

Do. 6%, redeem. 1871-1900 

Do. 6%, redeem. 1901-18 

Do. 4% 

Straits Settlements 4| %, 

1877 

Tasmanian 6%, 1866 

Do. 6%, 1868 

Do. 4%, 1878 

Trinidad 5 Jb, 1874 

Yictoria 6 %, Rail. 1859l63 

Do. 6%, 1865 

Do. 5%, 1869 

Do. 4%, 1874 

Do. 4%, 1876 



Yield 


Yield in 


m 


Value 


DiW- 


of Prin- 


dend 


cipal 


per 


per 


Cent. 


Cent. 


per 


per 


Ann'm. 


Annum. 


4-9 


0-3 


61 


.. 


4-3 


1-8 


40 


• • • 


5-6 


0-5 


6-2 


0-9 


6-2 


0-6 


6-6 


0^ 


6-6 


0-5 


6-7 


0-7 


4-7 


-01 


6.0 


0-8 


6-0 




54 


-0-3 


6-4 


0-4 


6-6 


10 


6-6 


0-2 


5-6 


• • • 


6-6 


-0-4 


6-4 


0-5 


5-4 


0-9 


4-2 


-0-1 


4-5 


0-8 


6-4 


0-4 


5-4 


0-4 


4-2 


-07 


50 


0-8 


6-4 


-0-4 


5-3 


0-1 


4-8 


0-3 


4-3 


0-7 


4*1 


niL 


50 


0-5 





Per- 


Profit 




Present 


cent- 
age of 


on Re- 
demp- 


Total 
Yield 


Amount of 


Loan 
Re- 


tion 

per 

Gent. 

per 


per 
cfent. 


Stock. 


deem'd 
in 10 


per 
Ann'm. 




Years. 


AtJu'tti, 




e 








860,000^ 


niL 


■ ■ » 


6-2 


678,000 ^ 


nil. 


• • • 


6-2 


5,151,000 


niL 


• ■• 


6-1 


450,000 


nil. 


• ■ > 


40 


93.000 


niL 


• a • 


61 


488,000 


nil. 


• • • 


61 


6,419,000 


8.3 


0-4 


6-4 


201,000 


niL 


• • • 


6-2 


330,000 


niL 


• • • 


61 


81,000 


niL 


■ • • 


6-4 


6,000.000 


nlL 


• ■ • 


4-6 


1,250,000 


niL 


• • • 


5-8 


3,500,000 


niL 


• • • 


5-0 


1,581,000 


niL 


• • • 


5-1 


950,000 


nil. 


« •• 


5-8 


765,000 


niL 


• • • 


6-6 


6,087,006 


nil. 


■ a • 


6-8 


310,000 


100- 


-0-7 


4-9 


300,000 


ml. 


• a • 


5-1 


410,000 


niL 


• • • 


5-9 


778,000 


niL 


• > • 


6-3 


2,868,000 


nil. 


• • • 


41 


100,000 


niL 


• • • 


5-5 


102,000 


niL 


« • • 


5-8 


.653,000 


nil. 


• « • 


5-8 


300,000 


niL 


• •• 


3-5 


190,000 


5-0 


0-0 


5-8 


8,000.000 


na. 


>•• 


50 


850,000 


niL 


• • • 


6-4 


2^07,000 


niL 


• ■ • 


5-1 


1,500,000 


• « a 


• •• 


5-2 


3,000,600 


niL 


... 


4-1 


96,812,000 


• ■ • 


-0-0 


5*4 



Present 
Market 

Yalue of 
the 

PrincipaL 

£ 

911,000 

630,000 

6,048,000 

450,000 

104,000 

607,000 

6,483,000 

225.000 

366,000 

35,000 

6,730,000 

L281,000 

3,500,000 

1,691,000 

1,092,000 

880,000 

4,629,000 

310,000 

318,000 

484^000 

949,000 

2,724,000 

101,000 

116,000 

630.000 

279,000 

202,000 

8,520,000 

986,000 

2,276,000 

1,440,000 

2,880,000 

96,385^000 
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ni. 

INDIA AS A PROFITABLE FIELD FOR 

INVESTMENTS. 

As long as Great Britain holds the reins of power in Indi^l 
that country cannot fail to be a large and profitable field for 
the employment of British surplus capital. It may be 
taken as an axiom of finance that every settled Government 
can pay its way if it has a mind to ; and we know that as 
long as we direct affairs of State in India that the will to 
pay will not be wanting. At present the bulk of our in- 
vestments in that country are under the control of the State, 
and hold the guarantee of the State, and it is with such 
secured investments I purpose to deal. Our unguaranteed 
securities, as wiU be explained when Indian Banks pass 
under review, are subject to peculiar risks, which render 
their profitable nature far more fluctuating ; but the public 
have rightly learned to class Indian Government loans and 
guarantees amongst our thoroughly safe investments, and 
that conviction has gained ground considerably during the 
past ten years. 

Nevertheless, Indian finance has been subjected latterly 
to a very severe strain, owing to the remarkable deprecia- 
tion of its standard of value, the more so because so large 
a proportion of its payments are contracted to be made in 
a standard which, on the other hand, has been appreciated. 
The Indian Government have yearly to make disbursementp 
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in tbis conntiy to the extent of about £16^000^000^ and the 
amoont is not likely to diminish. That the State finances 
haye latterly been enabled to withstand this strain^ while 
flilTer has &Ilen 16 per cent, in yalne, while famines haYe 
entailed serious expense^ while trade has been greatly de- 
pressed^ and while frontier troubles haye necessitated a 
heayy outlay^ is ayowedly a great argument in their f ayour. 
It may be urged that famines^ frontier troubles^ and trade 
depression are periodical^ and must therefore be proyided 
for; but when they come together^ and are combined with 
an untoward condition of the currency, we haye certainly 
an exceptional condition of affairs from which relief may be 
anticipated. It is a yery striking feature of Tn<liam economy 
that the yalue of the exports of the conntiy so greatly 
exceed the imports ; but this condition of affiiirs is in a 
measure rendeared more ccmstant by the requirements of a 
foreign goyeming class, and by the necessity of remitting 
to En^and. In reality, India pays her debts to this 
country in produce, and the Goyemment Council drawings, 
of which we haye latterly heard so much, alone obviate die 
necessity of the State becoming a yast shipper of produce. 
But the fact remains that in the past ten years the TmliMi 
Croyemment haye made both oads meet. It has of course 
paid for most of its railways by new loans; but if r^ro- 
ductiye works were excluded from the expoiditure the 
result of the ten years' reyenue and expenditure would haye 
been a substantial surplus. 

There are special circumstances which giye to India Four 
per C^its. a command of the market possessed by no 
othi^ Groyeniment securities except Consols. Trustees are 
empowered to hold them in lieu of Consols, and hooice 
they make the general investor a lower return upon his 
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capital than any other stock upon the market, with the 
exception of the Three per Cents. Naturally the rupee 
paper, in respect to which trustees have no such privileges, 
would yield a higher rate of profit ; but the depreciation of 
the rupee has in the past ten years operated materially 
against these Four per Cents., as the following contrast 
proves. On the other hand, if we could see the way to a 
recovery in silver, rupee paper would be an exceptionally 
profitable investment for us to hold. 

In the figures below the results in respect to the gua- 
rantees, as well as the direct Government stocks, are duly 
recorded : — 

Indian Qovebnubnt Stocks, Eailwatb, &c. 



India4% 

Do. 4 % Rupee Paper 
Dir. = in sterUng . 



Bombay and Baroda 5 % 

Guaranteed 

Baetem Bengali %Guar. 
Do. 4 % Debenture 

Stock, 1872 

Sast Indian 5 % Guar.... 
Do. 4i % Perpet. Deb. 

1871 

Great Indian Peninsula 

5%Guar 

Do. 4% Deben. Stock 

1871 

Madras 5 % Gtiaranteed 

Do.4|% 

Do.4i% 

Madras Irrigation 5 %. 

Onde and Bohilkund 5 % 

Do. 4 % Deb. Stock 1872 

Bcinde and Punjanb 5 % 

Guarantee 

South Indian 5 % Guar.. 

Do. 41% 

Do. 4i % Debenture 
Stock, 1871 






lOOi 
78 



108 

lod 

90 
112ij 

103 

109^ 

88 
lOBi 
108 

99 
106 

im 

95 

107 

107 

99 

100 



Dividends Paid in Undermeoitioned Years. 



1870 



% 
4 



5 



5 
5 



5 
5 



1871 



% 

4 

81 



5 
5 

5 

5 

5 
5 



5 
5 



1872 



1873 



% 
4 



5 
5 

■ • • 

4i 

5 

4 
5 
41 
4i 

5 



5 
5 
H 

4i 



1874 



% 

4 

3f 



S 

4 

*i 

5 

4 
6 

tl 

6 
5 
4 

5 
5 
4J 

44 



1875 



% 
4 

81 



4 
5i 

41 

5 

4 
5 

^ 

5 
5 

4 

5 
5 
4J 

44 



1876 



% 

4 

34 



4 
6» 

44 

5 

4 
6 

44 
5 

5 

4 

5 
5 
H 



% 

4 
34 



54 

5^ 

4 
5* 

44 

4 
5 
4* 
44 

5 
5 

4 

5 
5 
41 

Ji 



1877 



% 

4 

84 



54 

6 

4 
64 

44 

6 

4 
5 

n 

5 
5 

41 

5 
5 
4f 

44 



1878 



% 

4 

84| 



5 

74 

4 
74 

44 

5f 

4 
5 

n 

5 
6 

4 

5 
5 
44 



1879 



% 

4 

84 



5 

«4 

4 
61 

44 

5f 

4 
5 
44 

44 
5 
5 
4 

5 
5 
4| 

44 



Total 



% 
40 

35 



50^ 
5541 

28 

58 jk 

36 



32 
60 

474 

45 

50 

60 

28 

50 
50 
38 

45 



o 



103| 

78 



127 

135 

108 
129 

112 

1294 

101 
119 
118 
107 
103 
125 
102 

119 
121 
112| 

112 
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The reason why the Sterling Four per Cents, have risen 
only 3i per cent, in market price is because they are re- 
deemable at par at the option of the State in 1888^ when 
there is L'ttle doubt but that the rate of interest thereon will 
be reduced — ^probably to 3 per cent., which would certainly 
be the most convenient rate for the market, and, therefore, 
one which would command relatively the highest market 
value. It cannot, therefore, be expected that India Ster- 
ling Four per Cents, can pay as much as 3^ per cent, per 
annum to the present investor during the next eight years. 
On the other hand, it does not seem probable that with the 
restricted production of silver, the price of that metal is 
likely to go much lower, and possibly it may rise. Hence, 
the rupee paper offers many advantages to the large holder, 
though not to the small one, who naturally finds the pay- 
ment of dividends in Calcutta a drawback, in spite of the 
accommodation offered him by the Indian banks. The new 
form of coupon bonds '^to bearer ^^ will of course be more 
marketable here. 

But Indian railways appear to be speciaUy adapted to 
the requirements of those who desire safe securities. Some 
of them cannot be acquired by the State (like the East 
India was last year) for a considerable period, the Bombay, 
Baroda, and Central India not tiU 1905, the Madras not 
till 1907, the Great Indian Peninsula not till 1899, the 
Scinde, Punjaub, and Delhi not till 1885, the Eastern Ben- 
gal not tiU 1883, and the Oude and Eohilkund not tiU 1887. 
The excess dividends paid by four Indian railways are set 
forth in the foregoing table, and it should be remembered 
that they were earned during times the reverse of prospe- 
rous. It is also worthy of remark that the capital accounts 
of these companies are now practically closed, that they 
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iold the great trunk lines througliout the Empire, and that 
the feeders which are so important to their growth and 
prosperity are being constructed by the Government, which 
certainly contemplates the eventual acquisition of the entire 
system. But for years to come the Great Indian Peninsula, 
as the great line connecting Bombay with both the rival 
Presidencies, and some other companies, afford reasonable 
hopes of increased profitableness, with no prospect of a loss 
of principal, whenever the State may elect to purchase. 
They have all increased steadily in market estimation in the 
past ten years. 



GoYERNifEirT Stocks. 
India Sterling 4 per Gent.. 
4 per Gent. Rupee Paper . 



Yield in 
Dividend 
per Gent. 

per 
Annum. 


Yield in 
Value of 
Principal 
per Gent. 

per 
Annum. 


Together 
per Gent. 

per 
Annum. 


40 
4-5 


0-35 


4-35 
4-5 


4-25 


0-15 


4-4 



Present 

Amount of 

Stock. 



£ 

45,000,000 
47,000,000 



92,000,000 



Present 

Market Value 

of the 

PrinoipaL 



£ 
46,688.000 
86,600,000 



83,348,000 



Railways, &c. 
Bombay and Baroda 5 per 

Cent 

Eastern Bengal 5 per Gent. 
Do. 4 per Gent. Debenture 

Stock, 1872 

East Indian 5 per Cent. . . 
Do. 4i per Gent, perpetual 

Debenture, 1871 

Great Iiidian Peninsula 5 

per Gent 

Do. 4 per Gent. Debenture 

Stodc,1871 

Madras 5 per Gent. 

Do. 4} per Gent. 

Do. 4i per Gent 

Madras Irrigation 5 per 

Gent 

Oude and Rohilkund 5 per 

Cent 

Do. 4 per Gent. Debenture 

1872 

Sdnde & Punjaub5per Cent. 
South Indian 5 per Gent. ... 

Do. 4| per Gent 

Do. 4t per Gent. Deben- 
ture Stock, 1871 



4-6 
61 


1-8 
2-4 


6-4 
7-5 


4*4 
61 


1-4 
1-5 


5-8 
6-6 


4-3 


0-9 


5-2 


4-8 


1-9 


67 


4-5 

4*6 
41 
4-5 


1-9 
0-9 
0-9 
0-8 


6-4 
55 
60 
5-3 


4-7 


-0-3 


4-4 


4-6 


1-6 


6-2 


4-2 
4-7 

4-7 
4-8 


1-0 
11 
1-3 
1-7 


5-2 
6-8 
60 
6-5 


45 


1-5 


60 


4-8 


1-6 


6-3 



7,550,000 
2,255,000 

411,000 
26,200,000 

1,500,000 

20,000,000 

2,701,000 

8,768,000 

1,000,000 

500,000 

1,060,060 

4,000,600 

385,000 

11,075,000 

2,985.000 

228,000 

425,000 



90,983,000 



9.588,000 
3,044,000 

423,000 
83,796,000 

1,680,000 

25,900,000 

2,728,000 

10,434,000 

1,113,000 

635,000 

1,030,000 

5,000,000 

393,000 

13,179,000 

3,612,000 

256,000 

476,000 



113,189,000 
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IV. 

POEBIGN GOVBENMBNT GUARANTEES. 

PoREiGN Government Stocks have latterly been unjustly 
condemned as means of investment because people have 
lost much money by Turkish, Peruvian, or Honduras bonds. 
He who could be tempted by the bait of extraordinary 
interest to embark the bulk of his funds in Turkish loans 
has doubtless lost ; but he who, say, ten years ago, risked 
one^third of his capital in Turkish, one-third in Italian, and 
one-third in Portuguese bonds, would at the present time 
stand a considerable gainer by his investments. It would 
be as foolish to condemn Foreign Stocks as unprofitable 
because Turkey is in default, as to discard Home Bailways 
as a means of investment because people have lost money 
by the Chatham and Dover, or the East London ; or 
American Railroad undertakings because Brie, or Philadel- 
phia and Beading shares have turned out badly ; or Bank 
shares because the City of Glasgow Bank and the West of 
England Bank have stopped payment. All these classes of 
investments have been profitable over a period of years, 
though in different degrees. There are some classes of 
securities which, unhappily, have yielded our investors 
badly — some wherein our net losses have to be counted 
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instead of our net gains. But these are the exceptions; 
and it may be safely affirmed that of those investors 
who have held a number of different investments for a 
period of years, by far the largest percentage have received 
an addition to the marketable value of their capital, besides 
a fair interest return. 

But it is at present the purpose of these remarks to 
deal with the profitable nature of Grovernment Stocks and 
Guarantees ; and, carrying back our inquiry over the past 
ten years, we are enabled to include within it a period of 
large inflation in market prices, while in this case we 
end our inquiry at a time when depression was more 
marked then it was at the commencement of the decade. 
In 1870, the influx of foreign loans was about to begin, and 
during 1871 such applications attained a magnitude of 
£150,000,000, while in 1872 they reached £220,000,000, 
and during 1873, £85,000,000— the figures for 1871 and 
1872 including the great French loans. But 1874-75-76 
brought the collapse of very many new issues which had 
previously been paraded before the dazzled eyes of the 
public, and since then new foreign loans have been con- 
spicuous only by their absence. Yet with all the losses 
which were incurred in those years, it is a fact that Foreign 
Stocks as a whole now command a higher market than 
they did ten years back, and that a great many loans 
issued even in the years of mania now stand at a good 
premium upon their issue price. 

There has been very little difficulty in ascertaining the 
profit or loss to an investor in Consols over a long period 
of years. But when we come to deal with fluctuating 
dividends, as in the case of dividends payable in silver, or 
currency, or when the bonuses derived from redemption 
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drawings hare to be taken into consideration, the calculation 
becomes more complex, and involves more extended calcnla- 
tions. Turning to the London Daily Stock and Share List, 
we will select the first entry on the table of Foreign Stocks, 
which is the Argentine Loan of 1866-68. On the Slst of 
December, 1869, this loan was to be purchased at 88 i, 
whereas on the same day in 1879 the quotation was 91 J, 
showing a gain of 2 per cent, in principal. But during the 
same period £850,000, or 85 per cent, of the loan, had 
been redeemed at par, so that a holder of three £100 
bonds might expect to have had one bond paid off, upon 
which he would have received a profit of £11 10s. To 
this add £2 as the gain in market value on each of his 
two bonds outstanding, the net result being a gain of 
£15 10s. in principal, or an average of over £5 upon each 
of his bonds. Hence, we may calculate that at the purchase 
price of 88 i he has received £60 in interest, plus more than 
£5 in principal, making together £65, or averaging about 74 
per cent, as the net annual return upon his holding. The 
next loan, the Argentine Public Works issue of 1871, was 
brought out after the iuflation of prices had set in, and to 
the original subscriber the average return for the past eight 
years has only been 6 J per cent., while that on the Hard 
Dollar Loan issued in 1872 has averaged under 6 per cent, 
in the seven years of its existence. Taking all three loans 
together, the holder of Argentine Bonds may be considered 
to have obtained a profit of over 6i per cent, upon his 
investments were he now to part with them. 

The statements following, therefore, take into considera- 
tion (1) profit in the shape of interest, (2) profit or loss in 
the market value of the principal outstanding, and (3) profit 
or loss on redemption ; and the combined result of these 
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three sources of profit upon practically all the Foreign 
Government Stocks quoted in the " Official List " may thus 
be given : — 

FOBEION* GOYXBNICBNT STOCKS — InTEBBST AND MiiBKBT PbICES. 



ArRrentine 6 %, 1866-68. 

Do. 6%, 1871 

Do. 6%, 1872 (Hard 9) 
Buenos Ayres 6 %, 1824. 

Do.8%,origiziaU7l% 
and2% 

Do. 6%, 1870 

Do. 6%, 1873 

EntreRi08 7%, 1872... 
8ante F6 7 %, 1874 

AuBtrian5%, Silver *) leas 

Do. 5 %, Paper } tax. 
Belgian 2i% 

Do.4i% 

Do. 3%, 1874 

Bolivian 6%. 1872 

Brazilian 5 %, 185Q 

Do. 4* %, 1852-8 

Do.4i%,1860 

Do.4i%,1863 

Do. 5%, 1865 

Do. 6%, 1871 

Do. 6 ih,1875 

Chilian 3% 

Do.4t% 

Do. 7%, 1866 

Do. 6%, 1867 

Do. 5%, 1870 

Do. 5%, 1873 

. Do. 5%, 1875 

Chinese 8 %, 1874-6 

Do. 8%, 1877 

Colombian 6%, 1863 

Do.4J%,18;3 1 

*3%,New GranadaJ 
Costa Bioa 6 %, 1871 

Do. second issue 

Do. 7%, 1872 

Danish 3 %, 1825 

Do. 4 %, 1850-61 

Do. 4%. 1862 

Do. 5%, 1864 

Do. 5 % Debentures, 
redeemable, 1869-72.. 

Do. do. redem. 1873-7... 



Is 



mi 

76 i 

m 

56 

88i 

mi 

90i 
92 1 
65 
49 (s 
58i 

102 
75ii 
68i 
93 
75 
74 
74 
874 
89i 
96|t 
90 
75 

105 

m 

83i 
94i 
88t 
95 i 
98i 
84 

50 

72i 

74 i 

82i 

9l| 

85 

82i 

»7* 

99i 
99 



Dividends Paid in the Undermentioned Years. 



1870 



% 
6 



6 



4\ 

ayH 

2 



5 
4i 
41 
4i 

5 



3 
4i 

7 
6 



6 



3 
4 
4 
5 

5 
5 



1871 



% 
6 



6 

3 

< 



4 



5 
4i 
4i 
4* 



3 
4i 

7 
6 



6 

4 



3 

4 
4 
5 

5 
5 



1872187818741875 



% 
6 
6 

(say 
6 

3 
6 



4 

2\ 

4ii 



5 
4i 

4i 4i 



4* 

5 



3 

6 
5 



6 

4 

6 
6 

3 
4 
4 
5 

5 
5 



% 

6 

6 

) 51 

6 

3 
6 



4» 
4 

24 
44 

6 
5 

44 



41 

5 
5 

i 

44 
7 
6 
5 



6 

4 

6 
6 
7 
3 
4 
4 
5 



% % 



1876 1877 1878 1879 Total 



6 


6 


6 


6 


6 


6 


5| 


H 


5J 


6 


6 


6 


3 


3 


3 


6 


6 


6 


6 


6 


6 


7 


7 


7 


, , 


7 


7 


H 


H 


44 


4 


4 


4 


24 


24 


n 


44 


44 




3 


3 


6 


6 


nU. 


5 


5 


5 


Jt 


44 

4 


n 


44 


4 


44 


5 


5 


5 


5 


5 


5 


, , 


■ • • 


5 


3 


3 


3 


44 


44 


44 


7 


7 


7 


6 


6 


6 


5 


5 


5 


5 


5 


5 


, , 


. 


5 


• • 


8 


8 


6 


6 


6 


44 


44 


44 



% % 

6 
6 
51 

6 

3 
6 
6 

7 
7 

44 
4 

24 
44 

3 

nil. 

5 



3 



6 
6 

51 

6 

3 
6 
6 
7 
7 

? 

24 
44 

3 
niL 



70 70 



5 

44 

. 4* 

441 44 



6 
6 
7 
3 
4 
4 



nil. niL 
nil. nil. 
nil. nil. 



3 

4 

4 



3 

4 
4 



5 

5 

5 

3 

44 

7 

6 

5 

5 

5 

8 

• • • 

6 

44 

niL 
niL 
nil. 

3 

4 

4 



5 

5 

5 

3 

44 

7 

6 

5 

5 

5 

8 

8 

6 



6 
6 
5 
6 

3 
6 
6 

7 
7 

44 

4 

24 
4t 

3 

nU. 



5 
44 

5 
5 
5 
8 

6 
5 
5 
5 

8 
8 
6 

4* 

niL 'nil. 
nil. niL 



nil. 
3 
4 
4 



niL 

"4 

4 



% 

60 

48 

394 

60 

30 
54 
36 
49 
85 
42 
40 
25 
45 
15 
18 
50 
45 
45 
45 
60 
40 
20 
30 
45 
70 
60 
45 
30 
20 
40 
16 
60 

431 

18 
18 
12 
27 
40 
40 
25 

15 
40 









»14 
864 
65 
85 

75 

85 
85 

100 
96 
614 
59 
664 

1024 

814 
364 
101 
99 
98 
98 
96 

934 

94 

49 

66 

97 

861 

76 

734 

734 

106 

106 

• « ■ 

424 

16 

16 

11 
p. off 

95 

924 
p. off 

p. off 
p. off 



* New Granada debts converted in 1873. (i) Issne price. 
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Interest, &c., on FossiaN Govsbnhevt Stocks — Continued, 



Dannbiftn 7 % 

Do. 8% 

Dutch 2i % 

Do. 4% 

Ecuador 1 % New ConsoLs 
Egrptian 7 %, 1864 . 

Do. 9%, 1867 

Do. (Viceroys) 7 %, '66 

Do. 5 % DairaSaiiieh ) 
orig.7%Khedive70; 

Do. 7 %, 1862-) 

Do.7%, 1868[-now4% 

Do. 7 %, 1873; 
French 3% 

Do.4i% 

Do. 5 %, 1871 

Do. 5%, 1872 

Greek 5 %, ex coupons... 

Do 5 %, coupons 

Guatemfda5% 

Do 6%, 1869 

Italian 5 %,IUulwa7^ 



Do. 5 % Rentes 

Do. 5%, 1865 

Do. 6 %. 1868 Tobc 

Do. 5%, 1869 
Honduras 10 %, Bailway, 

1867 

Do. 10 %, 1870 

Hungarian 5 %, 1871 

Do. 5%, 1878 

Do. 6%, 1873 

Do. 6%, 1874 

Japanese 9 %, 1870 

Do. 7%, 1873 .... 
lAberfan 7 %, 1871 
Hexioaa 3 %, 1846 

Do. 9%, 1864 ... 

Da 6 %, Anglo-Fremoh 
Moorish 5%, 1862 
17orwegian 4i %, 1876 

Do. 41%, 1878 

PeruTian6%.1870 

Do 5%, 1872 .... 
Portuguese 3% External 
Bnssian 5 %, 1828 

Do. 4* %.1850 

Do.4i%,1860 

Do.3%,1859 

Do.5%.186a 

Do. 5 %, 1864^ Anglo- 
Dutch 

Do. 5 .% 1866, Anglo-| 
Dutch 




i Issue price. 



TOBBION QOTBRNHENT OUIBANTBBB. 

IrmxaBT, 4o., on Powtieu QoTiiurKiiiT Stookh— ConKtitMd, 

DiTiaonde Paid in tbB UndennisutioiK-d Ym 



Do. i %!KflR'do; 



■2 1S7B 187* 1BT5 1876 1877 1«3 1B7S ToUL S 



Do. G % Chukot-Azot. 

Do. S %, Chu-k.-Krei 

Do. 5 %, Hoe. jHTMh . 

Do. 5 %. Orel-Vitebat. 
Sardiniui 5 %, IS» 
Bm DomiDgD, S %, 181 



Do. S % QoiotadlTac 
Do. S % Lsnd Uort.. 

Swedlih 4t %, 18M ... 
Do.5%,l8a8 

Tiirkijhfl% I8S* 



as 



This table deals with a nominal capital of £2,091,000,000, 
while the market value reaches £1,462,000,000 ; and npon 
this capital the annual net return, after making all allow- 
ancea for losses, has been about £128,000,000, or over 6 per 
cent. This, it must be admitted, is a fairly handsome return 
npon the largest section of the world's secnritiea. 



PBOFITULB HATUBB OF HTVE STUB UTS. 

Beiubn on Fokksn OoTMKiniaMT Qvabantbh. 



Anentine 6 %, ISOU 

Do8%,lSn 

I>o.B%,ie7S(Hkrd|) .. 
BiienoBArTcrse%,lS24 



. B%.im...- 
Vo.S%.tSlO.... 

I>o.G%.lB7B... 



>0.«%,1S73N.G 
t»Blne%,lGI71 



Do. do, 1S73.7 

SunlHui? % 

Do.B% 

Dntdial* 

Do.** 

liiciuidor 1 %. new esiuoUd. 

T5o.9%.19B7 j -°" 





Por- 








Prssent 




la Re- 














Amount o 
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5- 


cCt. 

per 
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5,472,000 
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SSO,000 


;sr* ""■"•■■ 


H3 


Ofl 


ssiaom 


iro 


frS 


7-lJ 


*.019/100 


Dq 7 % IWS ( BOB 




--I 


1156,160 ffliO 


^is-o 




S-7- 




Di>7% ISHS UniGsdft 


71 


plBUWOOO 


ffl 


pisraoooo 


ftOBhS* 






185,(M « 








S»5,!i70.000 


I]o4t% 


*-a 


era 


13,500 >00 








58Ji2S.O00 


Bos%im 














12a,815/>00 


Da.S%lSja 














IK.310,000 


arMat3% ac-onpmu 






2.K ao 










Do S It MnpOBa*^ 




iiro 


8,300000 






10-0 
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Do 6 % Bcnte 




*i 


jooo. •») 








901,875,™ 


Do 5% 18M 






1.096000 




M) 




1,071,000 


Itofl%lsm,Tob»qo 






BVH WO 








2.575,000 


Ito.5% 198B 














1.-50,000 
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43,000 


Do 10 % 1370 






iy42 WO 




0-6 


-6-2 


m,»o 


BraemliHiS^ Ibl 






6~0 hOO 




0-1 




aioii,ooo 


Do S% 1873 


« 




4,050 000 








3.985,000 


SnSK 1873 


0-7 






isoo 




8fl 




Bi>.«%,ir4 








100-0 


1-7 
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Do.4t%,lL.. 

Do. S % Gbiurkof-Aiol ., 
~ J % 0)iukaw-Kre- 



Dd. S % Orerdiu Ckmpona i 

l>oG%,QaiekiilTer 

»o.0%£HidHort| 

Swedidill%J8U... 



Do. S %, Gnu, bj BriUih 
and Frendi OoTti. .. 

Do. B%, 1865 

Do.«%, 1869 



Do. 8%.^en..,.. 
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But the metliod by wliicli these results have been arrived 
at calls for some additional explanatory observations. The 
Foreign Stock list is at once the most important and at the 
same time the most difficult to summarise effectually. Loans 
to the number of 127 have here been classified^ about one- 
third in amount of which have been issued during the 
ten years under consideration. The great bulk of these 
new issues were effected in the years 1870-71-72-73, and 
have, therefore, become thoroughly acclimatised ; and the 
net return therefrom, though not running the full ten years, 
may fairly be ranked with the loans of more than ten years' 
standing. It may be remarked, however, that issues effected 
during the past two years do not find a place in these figures, 
and that, including Hungarian and Austrian gold rentes, 
the Egyptian State Domain loan, and one or two other 
trifling loans, the present market value of all the Foreign 
Stocks quoted in the London Daily Stock and Share List 
is above £1,500,000,000. 

^^ But,'' it is urged, ^^ many of these Foreign Stocks are 
held mostly or largely abroad, and the return to our English 
investors cannot be accurately gauged by any such a 
tabular statement." Such criticism, which is insisted on by 
Mr, Hyde Clarke in his ^^ Debts of Sovereign and Quasi- 
Sovereign States," applies with much force as far as the 
actual payments effected in this country are concerned. 
But though X may represent the unknown amount of our 
holding in Foreign Stocks, we may with some approach to 
accuracy assume that about 6*1 per cent, of x has repre- 
sented our annual profit upon such holdings. For instance, 
the stocks most largely held abroad are French, Belgian, 
Dutch, Austrian, Turkish 1863, and some other loans which 
may be singled out. If we exclude such from our table 
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altogether, the totals are all of them much reduced, but 
the average proportions shown at the foot of the columns 
remain with little variation. Experience proves that 
from such investments an average profit can be realised 
much in excess of what the Home Funds can yield, and 
that if the risks are properly insured, the one against the 
other, a satisfactory result may be expected. It was this 
averaging of risks which enabled Trust Companies some 
years back to take so extensive a hold upon the public 
fancy ; but it is better that an investor should, if he can, 
act as his own trustee in this way, and very many have 
done so to their advantage. 

It will be observed that United States Government Secu- 
rities have not thus far been included in these observations. 
They hold a somewhat remarkable position, having within 
the period named been almost entirely paid off at par, 
while fresh securities have been issued in their place bear- 
ing a lower rate of interest. These new securities are 
practically the old debts bearing smaller dividends, and it 
shows how enormously the credit of this Government has 
improved that the Four per Cents, should now stand much 
higher in market value than the Six per Cents, did ten 
years ago. In the following record it has, for purposes of 
this comparison, been supposed that in 1874 the Six per 
Cent. Five-Twenty Bonds of 1862 were converted into Five 
per Cent. Funded Bonds; that in 1876 the Five- Twenties 
of 1864 were similarly converted; that in 1878 the Five- 
Twenties of 1865 were converted into Four and a-half per 
Cent. Funded Bonds ; and that in 1879 the last of the Five- 
Twenties and the Five per Cent. Ten-Forties were converted 
into Four per Cent. Funded Bonds. These suppositions 
are only approximately accurate, but any closer inquiry 
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would involve very intricate and lengthy calculations, while 
the average percentages would be practically unaltered. 
United States Goyebnment Loans — Interest, &c. 



21 



United States 10/40, 5 %. 

Do.6%, 1881 

;, 1862, 5/20 Bds. 
;, 1864, ., 
;,1865, 

;,i8e7. 




t» 



i 




Dividends Paid in 


Undermentioned Years. 


!is 


1 


Is 
























S*^ 


1870 


1871 


1872 


1873 


1874 


1875 


1876 


1877 


1878 


1879 


TotaL 


s 








% 


% 


% 


% 


% 


% 


% 






% 


% 


% 


% 


92 


5 


5 


5 


5 


5 


5 


5 


5 


5 


4 


49 


93 


6 


6 


6 


6 


6 


6 


6 


6 


6 


6 


60 


95 


6 


6 


6 


6 


5 


5 


5 


5 


5 


5 


54 


93 


6 


6 


6 


6 


6 


6 


5 


5 


5 


5 


59 


91 


6 


6 


6 


6 


6 


6 


6 


6 


M 


4i 


57 


93 


6 


6 


6 


6 


6 


6 


6 


6 


6 


4 


58 



IS 






106 
106 
106 
106 
109 
106 



Betttbn upon United Statee Loans. 



United States 6 %, 1881 ... 
Do. 6 %, 1862 5^ Bonds 
Do. 6%, 1864 

Do. 6%, 1865 

Do. 6%, 1867 

Do. 5 %, 10/40 Bonds 



Yield in 
Dividend 
Per Cent. 

Per 
Annum. 


Yield in 
Value of 
Principal 
per Gent. 

per 
Annum. 


6-6 
5-8 
61 

6-2 

6-4 
5-4 


1-4 
1-2 
1-4 

1-6 

1-4 
15 


61 


1-4 



Present 

Amount of 

Stock. 



£ 

52365,000 
f 100,000,000 

< 50,000,000") 
I 4i%8 ) 
(•150,000,000 
I 4%s 

352,865,000 




Present 

Market 

Value of the 

Principal. 



£ 

56,037,000 

1 106,000,000 
54^500,000 



1 159,000,1 



,000 



375,537,000 



The return is thus 7^ per cent, per annum, which is most 
satisfactory as regards the past. But no such high rate of 
return can be counted upon in future, and that for reasons 
too evident to need explanation. 
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V. 
HOME RAILWAYS. 



A EETBOSPECT of ten years to the holder of Home Ea,ilway 
Securities camiot, as a rule, fail to be one of considerable 
congratulation. Foreign Government Stocks and Colonial 
Government Debentures have, as has been shown, gradually 
increased with age in market estimation, but in Home Rail- 
ways the bound has been surprising. There have latterly 
been bad times for trade, and bad for railway traffic — worse 
than in 1879 can hardly be imagined — ^yet the following 
table of dividends and market values of all the principal 
Home Railway Ordinary Stocks records an expansion both 
in the one and in the other, which merits a careful inquiry : — 
Dividends and Market Pbices of Obdinabt Stocks. 



EzraLiSH. 
Bristol and Exeter 






£ 
75 



East London 90 

FomesB ' 114 

Great Northern 109 

Do. A 109i 

Great Eastern SSi 

Great Western I 67 

Lancashire A Yorkshire. 115 
London & Nth.-WeBtenL 123^ 
London ft Sth.-Westem.. 93 



Dividends Paid in Undermentioned Years. 



1870 



% 

nil 

7* 

1 

3i 



1871 



% 

nil. 
9h 



n 



4|| 51 



1372 



% 

6 

nil. 

10 

7! 

8] 

l| 

5 

'a 



1873 



% 
61 
nil. 
10 

7 



a 



1874 



nil. 
8i 



% 
6i 
nil. 

71 

7 

8 



^ a 



1875 



% 

5 
nil. 

6J 

nil. 

n 



18761877 



% 

nil. 
6i 



4t 



% 

6 
nil. 

7i 



6 

St 



1878 



1879 



% 
6 

nil. 
4 
5J 
4) 
If 

3i 

5 
6i 



Total, 



% 

nil. 
76* 



So 



£ 
140 

ao 

126* 
122 
117* 
7* 50 
44* HOI 
65* 127| 
69* 148 
54| I 132* 



HOHB iUILWAIB. 
DiVisilTDB, Ac., OF OssiHAST SmcKB — CorUitiued. 
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Dividanas Ptid m tTmlormautiQiied Years. 


ll 





1870 




1872 


1S7» 


187* 


1S7S 


1870 


™ 


™ 


«. 


TM»L 


p 


Loi.,arigiitn.,4ath.Cit- 

L™ii-.Cli»tJim„*Do.Br 

MBtropoUtim 

MntropoUtan Dlstriot 


S! 

Si 
12Si 

m 

76 

»9 
37 


i 

nil. 

I 


1' 

i 
P 

§ 

s 

1 


J 

71 
»i 

M 

1? 

J 

5 
31 


1 
1 

5t 
Si 

at 

3t 

7i 

4i 


% 
I 

i 

3* 


1 
1 

i 

ai 

1 


£1 

nil. 

i 

6 
3 

* 
3 

7i 

> 

SI 
31 


St 

J 
1 
1 

1 

3 

7i 


i 

111 

n 

7i 

? 

21 


J* 

at 

ii 
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3 
5 
6 

ut 

3 

3 

1 

4) 

2! 


nlL 
81 

E 
f 

u 
Ifi 

f 


at 

1 

146 

173 














BOOIOB. 

CBledonijin 

GtBagow * Rtb-Wastem 


1011 

it 


BBltwrtlNtl^Coanto 

DabUn and Belfast 

Do. ana Droyhrfa 

D.buk.wiaidw:;«wri;^ 

St.Soothen.4WoMern, 
MidlBDaGnatWaatora. 
Wiktertucdimd LiuMirk'k 


P 


123 



A short study of these figures will show that a great and 
general improvement in the financial condition of our rail- 
way systems has taken place ; while it must be admitted 
that no snch general advance occurred in the previous de- 
cade. Between 1860 and 1870 there waa^ it is true, a 
BobBtantial improvement in many of the "heavy" lines, 
inclnding about 35 per cent, in Lancashire and Yorkshire, 
nearly 30 in London and North- Western, 25 in North- 
Eastern, and about 15 in Midland and Manchester and 
Sheffield. But most of the Southern and the passenger 
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lines had fared badly ; a distrust continued to be common 
that railway accounts were subject to secret manipulations ; 
and the disclosures with respect to the Chatham and Dover, 
the London and Brighton, and other companies, helped to 
prolong this feeling. In addition, an extraordinary rate 
of capital expenditure had been incurred, for in the four 
years 1862-66 no less than £100,000,000 sterling of new 
capital were expended on our Home Railways, and an in- 
tense spirit of rivalry and competition had become de- 
veloped, which nothing short of a crisis like that of 1866 
was able to curb. At that time, too, there was fully 
£100,000,000 sterling of short-dated terminable debentui'CB 
outstanding, and the holders clamoured for their principal 
as well as their interest; while, to add to the confusion, 
every company issued accounts after a fashion of its own, 
and all attempts at a just comparison between them were 
quite hopeless. It is rather a matter for surprise that be- 
tween 1860, when the total of the paid-up capital was 
£334,362,928, and 1870, when it probably exceeded 
£520,000,000 (the ten years' increase being £186,000,000, 
or 56 per cent.), the original stocks should have been 
enabled to maintain their position in the estimation of in- 
vestors at all. But the vigour of their young constitutions 
was too strong to be ruined by bad nursing; and the 
passing of the '^Regulation of Railways'' Act of 1868, 
which came into operation in 1869, was the first great step 
towards the financial regeneration of these undertakings. 
It provided for a serviceable common form of accounts, 
based upon common principles, to be duly audited and re- 
ported upon, and in other ways provided the proprietors 
with a greater command over their property. Furthermore, 
the companies became alive to the necessity of converting 
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Terminable Debentures into Permanent Debenture Stocks 
— a change now practically completed — and Parliament 
awakened to a clearer sense of its duties in respect to these 
restricted monopolies. Prior to the crisis of 1866, any 
contractor could obtain the passage through Parliament of 
a Bill for any competing line ; and, backed up by finance 
companies, these competing, and for the most part useless. 
Railways, were started wholesale, the view being that the 
trunk line of the district would be compelled before long to 
buy them up in seK-defence. Finance Companies, Lloyd^s 
bonds, and ^^ contractors^ lines'^ are now happily things of 
the past, and latterly the State has on many occasions 
refused a competing line when it was shown that the traffic 
could be adequately accommodated by the existing route. 
Railways are brought well under command by regulations as 
to maximum fares and minimum trains, by the Law Courts 
and compensation charges, and by the Railway Commis- 
sioners ; and with such safeguards it is waste to construct 
two or more parallel highways io carry the traffic which one 
could readily accommodate. It is the recognition of these 
principles of railway management which has mainly caused 
the steady growth of confidence in such investments, though 
there are other causes, such as the consolidation of innume- 
rable small stocks into a few larger ones, and amalgamations 
tending to reduce expenses, which have further improved 
market values and profits. 

During the past ten years competition has been by no 
means idle, but it has been more healthful ; while arrange- 
ments have been come to for the division of competing 
traffic in many directions — arrangements which have not 
hurt the public, although of much advantage to the share- 
holders. Nor have the companies been unmindful of pro- 
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viding increased facilities, for nearly £170,000,000 of 
capital have been expended in tlxe past ten years, say 33 
per cent, upon the capital existing in 1869, which, with 
another £25,000,000 of nominal additions, due to amal- 
gamations and consolidations, raises the existing gross 
capital of Home Railways to £717,003,469. 

But what profits have our Home Railways actually yielded 
in these ten years? The table of dividends and market 
prices already given permits of a fairly accurate estimate 
being made in respect to the Ordinary Stocks. This estimate 
will be found in the following recapitulation of the com- 
panies named : — 

BSTTTBN UFOK HOHB BaTLWAT ObDIKABT StOCEB. 



Yield in 
Dividend 
per Gent. 

per 
AiinTun. 



ExroLisH. 

Bristol and Exeter 

Bfutt London 

Pomesfi 

Great Northern 

Do. A 

Great Eastern 

Great Western 

Lancashire and Yorkshire, 
London & North-Westem.. 
London k Sonth-Westem.. 
Lon., Brighton, & S. Ooast.. 
London. Ohatham, k Dover. 
Manchester and EOxeffield . 

Metropolitan 

Metropolitan District , 

Midland 

Monmouthshire 

North-Bastem 

North London , 

North Staffordshire 

South Devon 

Bouth-Eastem 

Do. Deferred 

TaifVale 



7-8 

nil. 

67 

6-8 

61 

1-8 

7-9 

67 

6-6 

5-9 

7-9 

nlL 

45 

S'S 

0-25 

4-0 

7-2 

6-8 

6-1 

8-9 

6-3 

6*2 

8-4 

6-8 



Yield in 
Value of 
Principal 
per Gent. 

per 
Annum. 



5.2 



8*6 
-3-3 

ri 

1-2 
0-7 
63 
9-4 
1-1 
2iO 
4-2 

187 
7-9 
6-0 
3*2 
12D 
0-8 
9-5 
17 
4-3 
0*4 
7*4 
6-1 

167 
8-3 



Together 

per Gent. 

per 

Atithitti. 



3-8 



16-9 

-3-3 

7-8 

7-0 

6-8 

71 

17-3 

6*8 

7-6 

lO-l 

26-6 

7-9 

9-5 

7*0 

12-25 

5-7 

167 

80 

9-4 

4*3 

137 

12-3 

251 

161 



Present 

Amount of 

Stock. 



9-0 



£ 

say 2,022,000 

1,400,000 

2,642,000 

7,746.000 

1^59,000 

10,500.000 

15,800,000 

14,19S;000 

32,724,000 

9,285,000 

8300,000 

10,771,000 

2^59,000 

4^105,000 

2,215,000 

20,858,000 

830,000 

21,425,000 

1,975,000 

8,280,000 

say 1,498,000 

3,492,000 

2,253,000 

1A10,000 



Present 

Market Vala» 

of the 

Principal. 



177,99%000 



£ 

2,831,000 

280,000 

3342,000 

9,450,000 

1356,000 

6,195,000 

17,496,000 

IS.096,000 

48,481,000 

12302,00a 

5,130,000 

2,985,000 

2397.000 

5,006,000 

1.805300 

27,741,060 

1378,000 

81380,000 

3,417,000 

2,067,000 

1,1S8;000 

4,485,000 

2^647,000 

2342,000 



213301,000 
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Yield in 
Dividend 
per Gent 

per 
Annum. 


Yield in 

Value of 

Principal 

per Gent. 

per 

Annum. 


Together 
Per Gent. 

per 
Annum. 


Present 

Amounted 

Stock. 


Present 
Market Value 




of the 
PrinoipaL 


SOOTCH. 

Cm^y^onian 


6-3 
4-2 
10-8 
7-0 
4-3 


3-3 

-11 

57-0 

4-9 
12-4 


9-6 

31 

67-8 

11-9 

167 


10,257,000 

^928,000 

878,000 

1,562,000 

3361,000 


10,411,000 

4^632,000 

588,000 

1,538,000 

3,031,000 


GlMgow & Boatb-WeBtem... 
Great North of Scotland ... 


North Britiah 






5-6 


6-2 


11-8 


21,486,000 


20,200,000 


Ibxbr. 
Belfast k Northern Oonnties 
Dnblin ft Belfast C Great 
I>o.ftDrosrheda<J North of 

XJlster Cireland. 

Dablin, Wicklow, k Wexford 
Great Southern k Western. 

Midland Great Western 

Waterford and Limerick ... 


7-2 
-) 7-4 

) 61 

95 

5-3 

6-1 

12-2 


3-2 
61 
2-1 
3-8 

11-6 
1-4 
2-2 

23-5 


10-4 

18-5 
7-8 
9-9 

211 
67 
8-3 

357 


558,000 
1 2,892,000 

645.000 
4^896.000 
2,355.000 

597,000 


681,000 
3,470,000 

516,000 
5,508,000 
2,002,000 

40d,000 




6-4 


3-9 


10-3 


11,943,000 


12/»3,000 


UVITBD KIV0DOK. 

Grand Total 


53 


4-1 


9-4 


211,421.000 


246,134,000 



Tliis list, though it omits a number of insignificant stocks, 
accounts for more than 80 per cent, of the entire ordinary 
capital, and may be taken as a just criterion of what the 
entire enumeration would be. The result is that investors in 
Scotch Ordinary Stocks have obtained 11*8 per cent, for their 
money during this period ; those in the Irish 10*3 per cent., 
and those in the English 9*0 per cent. ; the average being 
9*4 per cent, for the United Kingdom. Nor has any allow- 
ance been made in these tables for the various bonuses which 
the ordinary shareholders have received in the shape of fresh 
issues of capital, the value of an allotment letter having on 
many occasions been by no means inconsiderable. On one 
occasion recently it was valued as high as 7 per cent. ; and 
the return upon Midland Stock should be specially increased 
in this way. 
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But it must not be forgotten that the Ordinary Stocks 
amount to less than 40 per cent, of the entire £717,000,000 
of Home Eailway capital. The Preference and Guaranteed 
Stocks represent another 35 per cent., and with these it is 
necessary to deal. The following is a list of many of the 
leading priority capitals, though it is quite impossible in 
the space of these remarks to deal with anything approach- 
ing a complete enumeration of them : — 

Betubn on Pbefebencb and Guaranteed Stocks. 



Birkenhead 4 % Gnaranteed 

Caledonian 4 % Preference 

Dublin, Wicklow, and Wexford 6 %.. 

FumeaaS % 

Glasgow and Sonth-Western 5 % 

G-reat Eastern 4 % Gnaranteed 

Oreat Northern 44 % Preference ... 
Great Southern and Western 4 % ... 

Great Western 5 % Rent-Charge 

Do. 5% Preference 

Highland A4t % 

Lancashire and Yorkshire 4 % 

London and BlaGkwall4i % 

London and North- Western 4 % 

London and South-Westem 4^ % ... 

London and Brighton 5 % 

London, Chatham, k DoTer Prf. 4)% 
Manchester and Sheffield 5 %, 1862. 

Metropolitans % 

Midh«id4 % 

Midland Great Western 5 % 

North British 4 % Guaranteed 

North-Eastem 4 % (W. Hartlepool).. 

North Staffordshire 5 % 

South-Eastem 5 % 



Market Values. 



Jan., 
1870. 



93i 

84 

117 

163 

113 

77 

100 

99 

107 

98 

91 

91 

95 

90 

96 

89 

say40* 

94* 

101 

91 

106 

84 

88 

102 

101 



Jan., 
1880. 



106 
1001 
142 
189 
122 
103 
114 
107 
130 
126i 
1071 
108 
116 
105 
1141 
125 
94 
122 
126 
106 
118 

lOU 
104 
117 
127 



+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 



12* 
16* 
25 
26 

9 
26 
14 

8 
23 
28* 
16* 
12 
20 
15 
18* 
86 
54 
27* 
25 
15 
12 
17* 
16 
15 
26 



Ayerage 



Yield to the Inyestor 
Per Ajannm. 



In Divi-InPrin- 
dends. I oipal. 



4-2% 
4-8 
61 
4-9 
4-4 
6-2 
4-5 
4-0 
4-7 
51 
4-9 
4-4 
4-7 
45 
4-7 
5-6 
4-6* 
5-3 
50 
4*4 
4-7 
4-8 
45 
4-9 
50 



1-3% 
20 
21 
1-6 
•8 
3-4 
1-4 
•8 
2-1 
2-9 
1-8 
1-2 
2-1 
17 
1-9 
4-1 
13-5 
2-9 
26 
1-6 
11 
21 
1-8 
1-5 
25 



To- 
gether. 



47 



1-8 



6-5% 
6-8 
7-2 
6-5 
52 
86 
59 
4-8 
6-8 
8-0 
67 
5-6 
6-8 
6-2 
6-6 
9-7 
18-0 
8-2 
7-5 
6-0 
5-8 
69 
6-3 
6-4 
7-6 



6-5 



* Chatham and Dorer Preference Stock consists mainlj of the old 1st and 2nd Pre- 
ferenoes oonyerted in September, 1870, the former at 119 % of Arbitration Stock for 
100 % old, and the latter at 70 %, plus 30 % ordinary stock. The diyidends increased 
thereon from * %, paid in 1871, to 3| %, paid in 1879. 

There is here shown a gain of 6i per cent, per annum^ 
of which upwards of If per cent, has accrued from the in- 
creased market value of the principal, and it is probable 
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tlxat a complete list would show rather more favoarable 
results. 

Finally, 25 per cent, of Home Railway capital is invested 
in Debenture Stocks, and the profit on such holdings may 
be judged by the figures below : — 

Bbtttbn on Dibentttbx Stocks. 



Caledonian 4 % Debenture Stook 

Great Eastern 5 % 

Great Northern 4 % 

Great Western 5 % 

London and North-Westem 4 % . 
London and Sonth-Westem 4 % , 

London and Brighton 4^ % 

Metropolitan District 6 % 

Midland 4 % 

North British 44% 

North-Bastem 4 % 

Sonth.Eastem 5 % 



Market Yalaes. 



Jan^ 
1870. 



93 
106 
lOOi 
112 
lOOi 

90 

99 
115 
100 

99 

99 
US 



Jan., 
1S80. 



104 

127 

1094 

131 

1094 

I09i 

109 

154 

109 

1124 

1064 

131 



11 
21 

9 
19 

8 

104 
10 
39 

9 

134 

74 
18 



Yield to the InTestor 
per Annnm. 



In Divi- 
dends. 



4-3% 

47 

40 

4-5 

40 

4-9 

4-5 

5-4 

4-0 

4-5 

4-0 

4-4 



4-3 



InPrin- 
oipaL 



1-2% 
1-9 

•9 
1-4 

■8 
11 
1-0 
8-4 

•9 
1-4 

•8 
1-4 



1-0 



To- 
gether. 



5-5% 

6-6 

4-9 

5-9 

4-8 

51 

5-5 

8-8 

4-9 

5-9 

4-8 

5-8 



5-3 



This class of capital has, it will be seen, yielded only 5i 
per cent., of which about 1 per cent, has consisted of a rise 
in principal. 

The past has been gauged, and has yielded surpris- 
ing results. The expansion of dividends and values has 
probably been all the more marked because of the com- 
parative absence of such expansion in the previous ten 
years. What are the probabilities as regards the future ? 
First, it can hardly be anticipated that the Preference and 
Debenture capitals will in the coming decade prove as pro- 
fitable to holders as in the past. The great rise has partly 
resulted from consolidations giving increased market facili- 
ties, and most of these consolidations have now been carried 
into efEect. But they have become more and more a channel 
to which investors seeking safe securities have turned their 

D2 
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attention, and as sucli the market values of Debenture Stocks 
liave drawn nearer to the level of Consols, and Preferences 
to the level of Debenture Stocks. It seems probable that 
the intervals between the ranks of these high-class invest- 
ments will now much more slowly contract. The same 
remarks, however, do not apply to the Ordinary Stocks. 
There would appear to be no reasons why a return to com- 
mercial activity, whenever that desirable event may occur, 
should not further expand railway profits, which have so 
singularly well withstood the recent depression in trade. 
Fresh capital for the prosecution of new works can now be 
raised upon terms far more favourable than has ever pre- 
viously been the case — though we confess to wishing to see 
such outlay more and more curtailed; and the principal 
drawbacks to be feared are that increased prosperity may 
lead to a revival of reckless capital expenditure, to Parlia- 
mentary campaigning, and to mutual antagonism, which 
have always been the chief foes to the shareholders. Still, 
financially, the past ten years have, as has been explained, 
been exceptionally eventful for Home Railway proprietors ; 
and he would be sanguine who should count upon a return 
during the coming ten years of 9 per cent, upon purchases 
now efEected in Home Railway Ordinary Stocks. No rea- 
sons can be urged why they should not pay him well ; but 
such a high percentage cannot be the ordinary lot of investors, 
even though some investments will be pointed out in the 
course of these remarks which have yielded a still higher 
rate of profit. 
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It will be difficult indeed to find Railway Investments 
which, during the past decade, have paid us like our Home 
Railways. Certainly, Colonial Railways are not among 
them. All Australian and Cape lines are now State 
property; and, for the investor. Colonial Railway Invest- 
ments consist practically of two categories, Indian guaran- 
teed and Canadian unguaranteed Securities. The former 
have, as has already been stated, paid the buyer handsomely; 
but Canadian, in spite of the recent rise, have been one of 
the worst holdings in the market. This may be judged from 
the following list of dividends paid during the past ten 
years, and of prices at the commencement of January when 

contrasted with those of January, 1870 : — 

Canadiak Bailwat Diyidendb and Market Pbiceb. 



Atlantio k St. Lawrenoe. 
Buffalo and Lake Hnron 
Grand Tmnk 

Do. Ist Preference.... 

Do. 2nd do 

Do. 3rd do 

Great Western of Canada 

Do.5%Debentiire Stek 



f_. 






61 
3 
15 
57) 

8i; 

16i 
90* 



DividendB Paid in Baoh Year. 



1870 



% 

4 



niL 



1871 



1872 



% 
4 
2 

nil. 



% 

4 

1* 
nil. 
MoBtlv 
Capital* 

ised. 
H\ H\ 6» 



{ 



1873 



% 

6 

3J 
nil. 

5 
nil. 
nil. 

5i 



1874 



% 

6 

3* 
nil. 

3« 
nil. 
niL 



1875 



% 

6 

4t 
nil. 

li 

nil. 

nil. 

nil. 

5 



1876 



% 
6 

*l 

nil. 
nil. 
niL 
nil. 
niL 
5 



1877 



1878 



% 
6 
41 

nil. 
nU. 
nil. 
nil. 
nil. 
5 



% 
6 

nil 

nil. 
niL 

5 



1879 



% 
6 
41 

niL 

i 

nil. 
niL 
niL 



Total, 



% 

54 

82f 

nil. 

12 

nil. 

nil. 

23^ 

30 



1^' 



115 
9 
16 
70 
51 
27 
12 
96 



* iBsneprioe. 
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In these eight leading Securities are comprised consider- 
ably more than half our holdings in Canadian Railway pro- 
perties ; and though the two first on the list have paid well, 
owing to their recently being more completely absorbed 
within the Grand Trunk system, yet the average return 
upon the whole investment during the past ten years has 
scarcely exceeded 2 per cent. Nor if a large number of the 
smaller securities were included in the list would a better* 
result be shown, for many are in a state of bankruptcy, 
and only those pay fairly which are guaranteed. The yield 
and present value of each stock are given below : — 

Betitbn ok Canadian Bailways. 





Yield in 
DiTidend 
per Cent. 

per 
Annmn. 


Yield in 
Valne of 
Principal 
per Gent. 

per 
Annum. 


Together 
per Cent. 

per 
Annum. 


Present 

Amount of 

Stock. 


Present 
Market Valne 




of the 
PrindpaL 


Atlantio and St Lawrence.. 
Buffalo and Lake Hnron ... 
C^r%nd TmnV .... . 


% 

8-8 
22-5 
nil. 

8H) 
nil. 
nil. 

2-9 

56 


% 
8-8 
4-9 
•5 
2-2 
21 

-rs 

-2-6 
10 


% 

17-6 

27-4 

•5 

5-2 

21 

-rs 
•s 

6-6 


£ 
1.127,000 
525,000 
10,987,000 
8,218,000 
2^328,000 
7,167,000 
6,115,000 
2,500,000 


£ 

1,296,000 

231,000 

1,730,000 


Do. iBt Preference 


2,252.000 


Do. 2nd do 


1,187,000 


Do. 3rd do 


1,935,000 


Qreat Western of Canada... 
Do. 5 % Debenture Stock. 


1,284,000 
2,400,000 




1-90 


•16 


2-05 


33,967,000 


12,315,000 



Why, it will be asked, have Canadian Railways, as a 
class, been so unprofitable during the past decade ? Cer- 
tainly, prices were not so high in 1870 that no room was 
left for subsequent improvement. The fact is, they were 
originally financed and constructed upon altogether wrong 
principles. That they have very greatly benefited the Do- 
minion there can be no question, but nevertheless they were 
started upon conditions under which they could not expect 
to prosper. When railways are required for a vast and 
thinly-peopled country like Canada — ^railways which shall 
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act the paxt of pioneers to cultivation and national develop- 
ment — they must receive the support of the State during 
that period of their existence in which the development of 
traffic is small, or, as in the case before us, their capital ac- 
counts, when increased, will have to be overloaded with 
new Stocks issued at very heavy discount, or with Prefer- 
ence and Pre-preference Securities which remove any near 
prospect of dividends. Thus in the instance of the Grand 
Trunk of Canada, the latest issue of Ordinary Stock was 
£7,500,000, at 81 per cent, discount, while the Great 
Western of Canada has recently issued Ordinary Stock at 
74 per cent, discount. Then, again, these companies were 
started during the period of the broad gauge mania, and 
years afterwards a change of gauge became a necessity. 
Thus all the works were upon a far more costly scale than 
was necessary. Probably Canadian Eailways will, with 
careful management, improve their position in the decade 
before us — first, because almost all railways are intrinsically 
improving properties; secondly, because the trade of the 
districts served having passed through a long probationary 
period, may probably be expected to show more r^pid de- 
velopment in the future ; and, thirdly, which is the most 
important reason of all, because they are likely to attract 
a far larger amount of " through traffic.^^ Had it not been 
for the through traffic between two portions of the United 
States which has passed over the Great Western system 
that line would have been hopelessly bankrupt, and long 
before this would have ceased to possess an independent 
existence. Eecently, the Grand Trunk has obtained access 
to Chicago by purchase of some lines running through 
Michigan; while as the Dominion Government are now 
committed to the Canadian-Pacific Eailroad, we may 
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The results of these dividends and variations in the value 
of the principal are given in the following table, from which 
it appears that while Continental lines have yielded the in- 
vestor about 5i per cent., United States' have paid him 
nearly 9i per cent., and South American 8| per cent. 
Upon the supposition that he had held all three classes in 
amounts proportionate to the magnitude of the respective 
Securities, they would have returned him just 7 per cent, 
on the ten years. 

Bettjbn ok Fobeign Bailwat Sbcitbitibs. 





Yield in 
Dividend 
per Oent. 

per 
Annum. 


Yield in 
Value of 
Principal 
per Cent. 

per 
Annum. 


Together 

per Cent. 

per 

Annum. 


Present 

Amount of 

Stock. 


Present 

Market Value 

of the 

PrindpaL 




CONTIirBVTAL. 

Antwerp and Rotterdam ... 

Dnnabni^ and Witepsk 

Dntoh lU^enish 


7-6 

5-5 

6-3 

6-0 

6-4 

6-7 

5-2 

53 

33 

nil. 

6-3 

1-8 

57 

6-7 

5-3 

4-0 


14-1 

-0-5 

2-1 

1-9 

-2-4 

33 

1-7 

1-8 

-2-3 

300 

9-2 

-6-5 

0-1 

4-0 

2« 

0-5 


217 
50 
8-4 
6-9 
4-0 
9-0 
6*9 
71 
1-0 
80-0 
16-5 
-47 
5-8 
97 
81 
4-5 


£ 

500,000 

2,080,000 

2,440,000 

11,680,000 

3,960,000 

8,400,000 

16,000,000 

12,000,000 

892,000 

460.000 

620,000 

15,000,000 

61,806,000 

5,060,000 

6.000.600 

825,000 


£ 

1,300.000 
2,106,000 
3,538.000 


Baatem of Franoe 


16,352,000 


rjMnberflr-Gzemowiti 


2,475,000 


northern of France 


80.975.000 


Paris, LjonB, and Med 

Paris and Orleans 


36.000,000 
27,000,000 


Ottoman 


178,000 


Reyal Swedish 


46.000 


Sambre and M^nse 


408,000 


South Austrian 


5,83<000 


Do. 8 % Obligations 

Southern of France 


8X676,000 
8,750,000 


Western of France 


9,075.000 


West Flanders 


389,000 








5-1 


0-4 


5-5 


147,165,000 


175.597,000 


ITinTED States. 
Atlantic, Miss., and Ohio 
7 % Mortgage 


83 

3-7 
8-7 

6-2 

6-5 

3-5 
1-5 

7-8 
7-9 

••7 


-2-0 

-0-8 
-5-3 

2-2 

2-2 

-37 
11-9 

8-7 
•3 

81 


1-3 

2-9 
-1-6 

8-4 

87 

-0-2 
13-4 

11-5 
81 

9-8 


1,240,000 

8.500,000 
2,300,000 

2,000,000 

900,000 

700,000 
15,600,000 

800.000 
5,800,000 

600,000 


868,000 

2,100,000 
644^000 


Atlantic & Great Western 

1st Mortgage 

Do. 2nd Mortffaire 


Baltimore and Ohio 6 % 

Rterlinir IBonda 


2,240.000 


Chicago and Alton 6 % 
"^ortmun 


1,017,000 


Cairo and vinoennes 7 % 
1st Mortgage 


434.000 


Erie Sha**^ . . . , , 


6,786^000 


Chicago, MiL. A( St Paul 7% 
1st Mortiraure 


936,000 




5,974^000 


Lehigh VaUej 6 % Sterling 
Mortgage 


642,000 
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Yield in 
Dividend 
per Cent 

per 
Annum. 


Yield in 
Value of 
Principal 
per Cent 

per 
Annum. 


Together 
per Cent. 

per 
Annum. 


Present 
Amount of 
Stock. . 


Present 
Market Value 




of the 
PrindpaL 


Ukitsd Statxs— GSont. 
New York Central Shareg... 

Do. 6 % Sterling Mort 

PennBylyania Bluu-es 


6-3 
6-3 
9-2 
67 

6-9 

67 
6-5 

6^2 


4-2 
4-2 
2-5 
2-4 

2-8 

-2-2 
-0-4 

2-4 


10-6 

10-5 

12-2 

9-1 

9-2 

4-5 
6-1 

8-8 


17.885.000 
2,000.000 

12,742,000 
3.967.000 

400,000 

6,537.000 
4^000,000 

1,060,000 


2^234,000 
2.390^000 

13.379.000 
4^46<^000 

488^000 

4^772.000 
41280.000 

1.208,000 


Do. General Sterl. Mort... 

Philadelphia and Erie Ut 

If ortgage , 


Philadelphia and Reading 
Shares 


Do. 6 % General Mort 

United New Jersey 6 % 
Mortgage 






67 


8-6 


9-3 


^ 82,051,000 


76,797.000 


SOTTTR AmXBICAS. 

Bahia and San Francisco ... 
BnenoB Ayres Gt. Southern. 
Central ^gentine 


8-3 

6-6 

51 

nil. 

5*9 

4-9 

7-9 


4-8 

0-9 

-0-9 

6-9 

-85 

-0-5 
6-8 


12-1 
75 
42 
6-9 

2-4 

4-4 

14-7 


1,800,000 
1,610,000 
1.800,000 
2^252,000 

186.000 

1,200.000 
2.000,000 


8,025,000 

2,077.000 

1.137.000 

619.000 

11,000 

1,16^000 
8.400,000 


MeTioan " .. 


Northern of Buenos Ayres 
7 % Guaranteed 

Recife and San Francisco 
(Pemambiioo) 


San Paulo 






6-3 


3-4 


87 


10^298.000 


10,433,000 


Continental. United States, 
and South American ... 


5-3 


17 


70 


239,514,000 


262.827,000 



It will, doubtless, strike many of our readers that the list 
given of American lines is a very meagre one, having re- 
gard to the great number of securities now quoted in our 
Stock Exchange lists. This is undoubtedly true. But 
most of the stocks now dealt in have been known in English 
markets but a very few years. Not a few have been added 
in the past twelve months, and they are of necessity excluded 
from our calculation. For instance. Union Pacific 100 dols. 
shares were added to our Stock Exchange lists in December, 
1878, and during 1879 there was an increase of 27 dols. in 
principal in addition to the dividend. Altogether, this 
stock yielded 45 per cent, to the holder during the twelve 
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moiiths. But these and other yet more enormous per- 
centages should not rank side by side with stocks of ten 
years' standing; and indeed they show what must be 
patent to all but those who have been carried away by the 
frenzy of gambling, that the advance during 1879 was far 
in excess of the merits of the case. The traffic and profits 
have doubtless increased of late, and may continue to do so, 
but in moderate proportions only. Railroads in America 
are so numerous, and competition so keen, that any great 
expansion in the dividends cannot be looked for, more espe- 
cially as working expenses must have been swollen by the 
recent fluctuations in the price of materials, which, as an 
instance in point, had in the spring more than doubled the 
cost of iron and steel rails. For these reasons it would 
appear that United States Railroad shares, at any rate, 
are likely to be less profitable to holders for some time to 
come. 

With regard to Continental Railway Securities, it may be 
said that they are yearly becoming more and more '' home 
investments,*' and ofEer less inducements to the English 
capitalist, apart altogether from possible political embroil- 
ments. Our investors in Austrian and Hungarian lines have 
not hitherto fared well, those lines suffering from a want of 
through communications and from the imposition of what 
is called an '^ income tax /' but there may very possibly be 
better times in store f of them with extended communications 
and a higher value to the Austrian currency. Of Turkish 
lines the less that is said the better. 

Finally, South American companies (they are mostly on 
the Western side of the continent), after numerous fluctua- 
tions, have revived with the reviving trade of Brazil and 
the River Plate ; and they may very possibly continue to 
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pay well. And tlie verdict of most people will be that they 
undoubtedly ought to pay well ; for who is able to forecast 
the future of a South American republic ? Their jealousies 
and animosities one with another are but too well known. 
The profits in sight should^ therefore^ be commensurate 
with the risks accepted by the shareholders. 
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VII. 



ENGLISH BANKING COMPANIES. 

Not without hesitation has this section of our inquiry been 
approached ; for it is almost an impossibility to do full 
justice to the great Home Banking interests. Not that, 
even in the face of losses incurred by the Collie frauds or 
West of England Bank disaster, will there be any difficulty 
in verifying the conclusion of Mr. Bagehot that " the 
Joint Stock Banks of this country are a most remarkable 
success ;^^ it will only be difficult indeed to give the full 
measure of tha/t success. Bank shareholders have derived 
many advantages from their holdings which no mere enu- 
meration of their dividends received, or of the market prices 
of the day, can enable us to determine. It is not the pro- 
vince of this work to inquire whether extensive additions 
to paid-up capital are desirable, although the writer just 
quoted contemplated, as the model of a successful bank, an 
institution which had by careful accumulation collected so 
large a surplus of assets in its balance-sheet that no paid- 
up capital would be required. But our banks have chosen 
the swifter method of increasing their '' moral influence 
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by additions to capital rather than by additions to surplus 
profits, and probably a sharebolder of ten years^ standing 
in either the London and County or National Provincial 
will find that his additional allotments have yielded him 
quite £10 a share as bonus, irrespective of the gain accruing 
to him from his dividends and the increased market value 
of his original holding. After the failure of the City of 
Glasgow Bank there was certainly a pause in the previous 
rate of expansion ; but the present conversion of so many 
of our greatest banks from unlimited to limited and re- 
served liability has been made the occasion of very large, 
and possibly excessive, additions to paid-up capital. Con- 
sequently, the question must suggest itself whether the 
undoubtedly steady growth of banking operations will 
enable bank managers and directors to provide the old rates 
of dividends upon their now more heavily weighted capital 
accounts ? If they can do so, and that without extending 
their operations into channels involving greater risks, 
we may then be more assured that these additions were 
really desirable, and not offered as a sedative to the bank- 
ing public during the process of conversion into limited 
companies. In reality no such sedative was needed, the 
public being quite prepared for the abolition of unlimited 
liability throughout the entire field of joint-stock enterprise. 
But for the present the profits of the past claim our atten-. 
tion, and the following figures show the dividends paid in 
the fcen years — 1870-79 — ^by the leading London, or prin-. 
cipally London, companies, and the market values at the 
commencement and end of the decade. 
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DlYIDENDB, &C,, OF LONDON, OS ChISH^T LoNDON, BaNKS. 



AUianoe 

Bank of England 

Gentral 

City 

Gonsolidatefll 

Imperial 

London and Goonly .... 
London k Sonth-Westem 
London k Weetmingter... 
London Joint Stock .... 
Union of London 



oBr« 



5J 
2361 

3f 
10* 

41 
18 

9 
59 

8U 
37i 



DiTidendfl Paid in Eack Year. 



18701871 



% 
3i 
81 
5 
7 

17 

16 
17i 



% 
5 

7i 

6 

6 
18 

3i 
18 
19J 

m 



1872 



% 
7 

m 

5 

19 

IS* 



18731874 



% 
7 

m 

8 
10 

9 

8 
20 

6 

20 
224 
20 



% 

8 
lU 

8 
10 
10 

8 
20 

7 
22 
224 
20 



1875 



% 

7 

9 

8 

9 
10 

8 
18 

74 
16 

184 
15 



1876 



% 

7 

9 

8 

8 
10 

7 
164 

8 
14 

174 
15 



1877 



% 
6 

94 

8 

9 
10 

6 
16 

8 
14 
16 
13* 



1878 



% 
6 

94 

8 
10 
10 

6 
18 

8 
14 
164 



1879 



% 

541 
104 

8 
10 
10 

6 
18 

6 

14 
15 



15 I 13} 



Total 



% 

604 

964 

734 

90 

881 

674 
181 

611 
1684 
175* 
1674 



M g 

Si 1-3 



lOf 
270 
71 

164 
7 

16 
*644 

204 

64 

48 
•38 



* £10 to be added to market value of London and County Bank ekares ; £2 to Union of 
London — representing estimated profits on new isiaaes of capital. 



Thougli a fall in market values of not far short of 20 per 
cent, on the average occurred in Bank shares in the six 
months following the .2nd October, 1878, that fall was not 
at any time sufficient to have cancelled the advance during 
the previous eight years. There was also a sharp reaction 
In prices in the spring of 1875, when the Plymouth Iron- 
works and Collie failures caused such exceptionally heavy 
losses. But since that date all those losses have been 
written off out of profits, and every bank in the above 
statement marks an improvement in price between the com- 
mencement and the end of the decade — some a very sub- 
stantial improvement. After the panic of 1866, all the 
newer Banking institutions were unwarrantably depreciated 
in public estimation, and this accounts in a measure for the 
great rise which has since taken place in Alliance, Central, 
Consolidated, and London and South- Western shares, a rise 
which in three instances has exceeded 100 per cent, on the 
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ten years ; while, among the older institutions, the London 
and County, City, and London Joint Stock have advanced 
the most rapidly. The results yielded by the foregoing 
table of dividends and market prices are recorded be- 
low: — 

Betxtbn on London^ ob Chdeply London^ Banks. 



AUianoe 

Central 

City 

Consolidated , 

Imperial a.... 

London and County 

London and South-Westem 
London and Westminster ... 

London Joint Stock 

Union of London 

Bank of England 



Yield in 

Dividend 

per Cent. 

per 



11-6 
9-8 
8*6 
8*6 
81 
7-5 

13-7 
5-7 
8-3 
6*8 



7-9 
41 



5-6 



Yield in 
Value of 
Principal 
per Cent. 

I)er 
Annnm. 



10-5 
10-6 
5-7 
70 
2-8 
5-4 
12-8 
0-9 
3*6 
0-7 



3-9 
1-4 



2*4 



Together 

per Cent. 

per 

ATiTinin, 



22-0 
20-4 
14-3 
15-6 
10-4 
12-9 
265 

6-6 
11-9 

7-5 



11-8 
5-5 



80 



Present 

Amount of 

Paid up 

Capital 



£ 

800,000 

100,000 

600,000 

800,000 

675,000 

1,600,000 

200,000 

2.000,000 

1,200,000 

1,395,000 



9,270,000 
H553,000 



23.823,000 



Present 

Market Value 

of the 

PrincipaL 



£ 

860,000 

150,000 

990,000 

1,400,000 

720,000 

4^837,000 

205,000 

6,400,000 

3,440,000 

3,408^000 



22,370,000 
39,293,000 



61.663,000 



Apart from the Bank of England, these London compa- 
nies have yielded the investor not far short of 12 per cent, 
per armnTn during the past ten years, of which two-thirds 
has been actually received in cash dividends, and one-third 
represents the increased market value of his principal. 
Including the Bank of England, which, simply from its 
vast holding of Government Securities, would be entitled 
to rank as a Government guarantee, the return has been 
fully 8 per cent., of which upwards of 5i per cent, has con- 
sisted of cash dividends. 

As a whole. Provincial Banks have run the London com- 
panies close in the category of profitable investments. 
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This is not a complete list of Provincial Banks, bat it 
contains all the more important companies in wliicli inves- 
tors in 1870 could readily become sliareliolders, and com- 
prises an aggregate market valne of £37,500,000 out of a 
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total of £54,000,000, which may be roughly assigned as the 
value of the entire list of English Provincial Banks on the 
1st January last. Dealing with these figures as the London 
companies have already been dealt with, the following re- 
sults are obtained : — 

Betubn on Pboyikcial, OB Ghisflt Pbovincial, Banks. 



Bank of Liverpool 

Bimungham 

Birmingham and Midland.. 
Birmingham Joint Stock ... 

Bradford 

Bradford Oommeroial 

Bradford Old 

Cumberland Union , 

Gloucestershire 

Halifax and Hnddersfield ... 

Halifax Joint Stock 

Hnddersfield 

Hull 

Lancaster 

Leeds and County 

Liverpool Commercial 

Liverpool Union 

Lloyds 

Manchester and County 

Manchester and Liverpool 

District 

Manchester and Salford ... 

Midland 

National Provincial 

Pitto ... 

North and South Wales ... 

North- Western 

Pares's Leicestershire 

Parr's 

Sheffield (Old Shares) 

Sheffield and Hallamshire... 
Sheffield and Botherham ... 

West Riding 

Worcester City and County 
Yorkshire 



Yield in 

Dividend 

per Cent. 

per 

AnTimri- 



West of England and South 
Wales District 



90 
7-3 
71 
7-4 
8-5 
5-3 
7-2 
7-3 
8-8 
6-0 
72 
6-5 
9-6 
81 
8-3 
67 
6-9 
10-9 
9*4 

7-4 
7-5 
8-0 
6-4 
6-3 
7-6 
8-3 
59 
8-1 
8-1 
77 
8-3 
8-4 
6-4 
7-0 



7-5 
7-9 



7-5 



Yield in 
Value of 
PrinciiNd 
per Cent, 
per 



2-5 

8-0 
0-8 
14 
4*4 
0-5 
3-6 
5-5 
1-3 
1-4 
1-9 
0-9 
5-4 
3-5 
11 
07 
1-6 
9-6 
8-8 

2-5 
6-2 
4-5 
2-9 
30 
1-8 
5-8 
0-5 
6-8 
2-0 
2'4 
21 
3-3 
0-9 
2-4 



Together 

per Gent. 

per 

AfiTiimn, 



30 

14-3 



21 



11-5 

15-3 

6-3 

8.8 

12-9 

58 

10-8 

12-8 

81 

4-6 

91 

6-4 

15-0 

11-6 

9-4 

7-4 

8-5 

20-5 

18-2 

9-9 

13-7 

3-5 

9-3 

9-3 

9-4 

141 

6-4 

14-9 

10-1 

101 

10-4 

11-7 

5-5 

4-6 



10-5 
-6-4 



9-6 



Present 

Amount of 

Paid-up 

CapitaL 



£ 

. 625.000 
160,000 
300,000 
300,000 
406,000 
250,000 
424000 
250,000 
450,000 
250,000 
200,000 
425,000 
121,000 
275,000 
230,000 
350,000 
600,000 
440,000 
660,000 

905,000 
700,000 
375,000 
420,000 
1,267,000 
500,000 
405^000 
250,000 
492,000 
210,000 
210,000 
161,000 
310,000 
250,000 
250,000 



13,423,000 
•750,000 



H173,000 



Present 

Market Value 

of the 

Principal. 



£ 

1,262,000 
520,000 
396,000 

1,020,000 

1,662,000 
887,000 

1,093,000 
840,000 

1,000,000 
612,000 
560,000 

1,047,000 
485,000 

1,650,000 
244,000 
630,000 

1368,000 

1,403,000 

1,554,000 

3,054,000 

896,000 

244^000 

1,314,000 

4,600,000 

1,462,000 

527,000 

620,000 

2,780,000 

455,000 

449,000 

427,000 

1,240,000 

410,000 

572,000 



38,233,000 



38,233,000 



* December, 1878. 



B2 



58 PROFITABLE NATUBE OF INTESTMENTS. 

It is, probably, unfair to place the loss by tbe failure of 
the West of England Bank entirely against tbe profits of 
these companies, and, furthermore, in many instances con- 
siderable additions should be made to the column giving the 
''yield in value of principal," representing the value to 
shareholders of fresh allotments of shares — a value which I 
have only been able roughly to estimate iu two of the most 
important examples. So that Provincial Banks, as a class, 
may be taken to have paid the investor upwards of 10 per 
cent, per annum during the past ten years. It will be seen 
that in all -parts of the country there has been a growth of 
market values. In the few instances where a partial relapse 
has occurred special reasons can be assigned, and they do 
not materially affect the general result. 

The results over the entire field of English banking re- 
main to be summarised :— 



-Average returns per annnm.- 



In dividends. In principal. Tc^ther. 

% % % 

London bank shares 7*9 3*9 11-8 

Provincial banks 7*5 2.1 9*6 

77 2-8 10-5 

Bank of England stock 4*1 1*4 5*5 

6*3 2-3 S'S 

So that in times which have been chequered with pros- 
perity and with severe reverses, the investor in English 
bank shares has received an average profit exceeding lOj 
per cent. Banking is, indeed, shown by these figures to be 
'' a trade profitable far beyond the average of trades.^' 

Strange to say, however, the number of new home banks 
brought forward during the past ten years to tempt inves- 
tors has been exceedingly small. Between 1860 and 1870 
many such institutions were started and many succumbed, 
and English banking was by no means so profitable between 
1860 and 1870 as it has been since, mainly for the reason 
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tbat such new banks were floated and brouglit an amount 
of discredit upon similar joint stock enterprise. The pas- 
sage of the Limited Liability Act of 1862 gave a vast im- 
petus to the introduction of financial and monetary under- 
takings, and competition became so severe that risks were 
incurred which, since the lessons of 1866, have been care- 
fully avoided. Some few new banks have appeared within 
the past year, but they have been simply conversions of 
previously existing businesses; while amalgamations have 
tended rather to diminish than to enlarge the number of 
our home banks. Indeed, such entirely new home banks as 
have been started during the past ten years have met with 
small success, and one-half of them have gone into liquida- 
tion. The reasons for this apparent restriction of competi- 
tors in so lucrative a business are not far to seek. ^'An 
old-established bank has a prestige which amounts to a 
^ privileged opportunity -/ though no exclusive right is given 
to it by law, a peculiar power is given to it by public 
opinion. The business of an old-established bank has the 
full advantage of being a simple business, and in part the 

advantage of being a monopoly business All the 

banks which pay above 20 per cent., save one, are 25 years 
old; all those which pay between 15 and 20 are so too. 
A new bank could not make these profits; in attem{)ting to 
do so it would simply ruin itself .^^ So wrote the author of 
'^Lombard Street '' in 1873, and the reasoning is as perfect 
now as it was then» 



60 PROFITABLE NATURE^ OF INYESTMENTS. 



VIII. 

SCOTCH AND IRISH BANKING COMPANIES. 

It is very diflScnlt to deal justly with Scotcli Bank Stocks 
during the past ten years if they are to be treated as in- 
vestments. Are the losses incurred by the most disastrous 
banking failure ever known to be written off from t\e 
profits earned by the existing and, as there is every reason 
to believe, well-managed companies ? The stoppage of the 
City of Glasgow Bank so surprisingly affected the market 
values of these existing banks that it appears an unneces- 
sary hardship, even upon paper, to make them bear the 
losses iacurred by the fraudulent transactions for which the 
City of Glasgow Bank directors have been tried and have 
suffered. Had an inquiry similar to this been instituted 
only two years ago, a profit exceeding 8 per cent, per 
annum would have been shown as the average results of 
investments in Scotch Banking Companies; and although 
that percentage of profit would have fallen short both of the 
English and Irish banks, it would have represented no 
small measure of success. Nearly 3 per cent, per annum 
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iad been added to the market values of Scotch Banks 
during the eight previous years, and the faith which their 
Scotch stockholders had acquired in them as investments 
appeared almost as deeply rooted as ours in the Bank of 
England. Yet the present quotations are in some existing 
banks less by £50 to £70 than they were two years ago, 
partly because that faith has been shaken — trustees especi- 
ally Seeking to avoid "unlimited liability," and partly 
because stockholders in the City of Glasgow Bank were 
compelled to throw their large holdings in the other banks 
upon the market. Consequently, it cannot be said that the 
Scotch Companies are as a class higher in price than they 
were ten years ago. If, however, we deduct the lost market 
value of the City of Glasgow Bank, the total must be held 
to be decidedly reduced, and unhappily, the contributories 
of that institution have lost £5,000,000 beyond the total of 
that market value. Could it be shown that in their consti- 
tution the existing Scotch Banks differed, or even at present 
differ, from that of the City of Glasgow Bank, it might 
plausibly be maintained that they should not be classified 
together in the following tables. But no Scotch Bank has 
as yet availed itself of the privileges of the Reserved Liabi- 
lity Act of 1879, though some are understood to be limited 
by charter ; most continue to conduct a " foreign " accept- 
ance business ,• and, in a few instances, their accounts still 
remain unaudited by independent professional men, though 
others have set a good example in this respect. They can 
still make investments in their own stock ; several do hold 
their own stock. It is true that the amounts thus held, 
when stated in the accounts, do not appear large in propor- 
tion to the total capitals of the banks concerned, but the 
practice is an undesirable one, and should be discontinued. 
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Some of the banks thus still suffer from being constituted 
under a system which rendered the City of Glasgow disaster 
possible, even though doubtless Scotch probity may be 
trusted never to suffer the miserable experiences of that 
fraud to be repeated. 

Irish Banks were at first less affected than either English 
or Colonial Companies by the great Scotch failure. But 
during 1879 they suffered severely, owing to the wide-spread 
agricultural and commercial distress. Traders in many 
districts have been much embarrassed by the entire inability 
of the peasants to liquidate any portion of their indebted- 
ness to them, and this and a general curtailment of business 
have reduced profits throughout Ireland. Previously, how- 
ever, Ireland had passed through a marked period of revival, 
and the benefit had extended itself to all classes of the com- 
munity. That revival has made itself conspicuous in the 
position of the two largest Irish Banks. The Bank of 
Ireland, considering that it is in the nature of a Govern- 
ment security, has paid marvellously well ; and the National, 
which suffered so heavily in the four years following 1865, 
has now nearly recovered the ground lost when the company 
was afflicted with the mania for issuing new capital, and 
declaring capital bonuses, and became involved with Charles 
Lafitte and the International Contract Company. But 
these are bygones, and without further preface the figures 
of the past ten years may be appealed to. 
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Dividends, &c., on Scotch and Ibibh Banks. 



Scotch Banks. 

Bank of Scotland 

British Linen 

Clydesdale 

Gonunercial of Scotland.. 
National of Scotland.. 

North of Scotland 

Ro^l of Scotland 

Union of Scotland 

City of Glasgow 

Ibish Banks 

Bank of Ireland 

Belfast (old shares) .. 

Hibernian 

National 

Northern of Ireland (tld) 
Provincl. of Ireland (old) 
Ulster 



•as 

43 • 






Dividends Paid 


in Bach Year. 








1^ 






1 
















1" 


1870 

% 


1871 
% 


18721873 

1 


1874 


1875 


1876 

% 


1877 


1878 


1879 


TotaL 




% 


% 


% 


% 


% 


% 


% 


% 


276^ 


12 


12 


12 


13 


14 


14 


14 


14 


14 


13 


132 


268 


13 


13 


LS 


13 


13 


13 


13 


14 


14 


13 


132 


220 


104 


124 


12 : 14 


14 


14 


164 


14 


14 


12 


1334 


282 


14 


14 


14 1 14 


15 


15 


15 


15 


15 


14 


145 


276 


IS 


13 


144 154 


16 


16 


16 


15 


15 


15 


'a 


S\ 


94 


10 


10 


10 


104 


124 


124 


13* 


It 


124 


175 


8 


8 


84 


8* 


»4 


94 


H 


H 


94 


90 


235i 


^JJ 


12 


^ 


14 


15 


15 


14 


13 


13 


124 


1324 


186 


9 


10 


10 


11 


11 


114 


6 


fid. 


864 


231 


9 


104 


114 


134 


12 


13 


12 


114 


12 


104 


1154 


nsk 


24 


28 


28 


28 


28 


20 


jO 


20 


20 


20 


236 


40i 


9 


9 


10 


12 


12 


12 


114 


12 


11 


9 


1074 


3& 


i^ 


74 


9 


10 


104 


11 


12 


12 


12 


11 


101 


91 


16| 


16| 


16* 


16S 


15 


15 


15 


15 


15 


159^ 
179 


89 


20 


20 


20 


20 


20 


18 


164 


15 


15 


15 


lot 


20 


20 


20 


20 


20 


20 


20 


20 


20 


20 


*M0 






•281 
276 
208 
238 
260 

104 
205 
2034 



300 
100 

45 

604 



tu 



* £8 to be added to Bank of Scotland price for profit on new issue, 
t 14 to be added to Ulster price for profit on new issue. 

It is well worthy of remark in how small a degree the 
dividends of the Scotch banks have fluctuated. They 
gradually improved (even that of the City of Glasgow 
Bank) until 1878 ; while in 1879, on the other hand, there 
was generally a small reduction, the exceptions being the 
National of Scotland and the Royal. Such reductions 
were natural enough, having regard to the severity of the 
crisis in Scotland, and to the liabilities entered into in respect 
to the note issues of the City of Glasgow, and, for the time 
being, of the Caledonian banks. 

With the exception of the Ulster Banking Company, the 
Irish dividends have varied more considerably, and in three 
instances the dividends are smaller at the close of the 
decade than at its commencement. These three, be it re- 
marked, are, together with the Bank of Ireland, all banks 
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which do not publish their balance-sheets, and the accounts 
of which, therefore, are never submitted to public analysis. 
The following is a summary of the above particulars : — 

Betitbn on Scotch and Ibibh Baneb. 



Scotch Bakes. 

Bank of Scotl&nd 

British Linen 

Clydesdale 

Gommeroial of Scotland 

National of Scotland 

Nortli of Scotland 

Bo^al of Scotland 

Union of Scotland ....... 



City of Glasgow 



Ibish Banks. 

Bank of Ireland 

Belfast 

Hibernian 

National 

Northern of Ireland . 
Provincial of Ireland. 
Ulster 



Yield in 

Dividend 

per Gent. 

per 

Annmn. 



4*8 
4*9 
60 
61 
54 
5*4 
51 
5-6 



515 
4-6 



5-2 



50 
6-2 
6-6 
8-7 
5-2 
6-0 
4-9 



60 



Yield in 
Yalae of 
Principal 
per Gent. 

per 
Annnm. 



0-4 
0-8 
0-8 
1-6 
0-5 
2-0 
17 
1-5 



•25 
420* 



-3-7 



Together 

per Gent< 

per 



5-2 
6-2 
6-2 
3-6 
4-9 
7-4 
6-8 
41 



5-4 
37-4 



1-5 



8-0 
-11 

1-1 

70 
-2-5 
-2^2 

2-4 



31 



8-0 
4-1 

15-7 
2-7 
2-8 
7-3 



Present 

Amot&it of 

Stock. 



£ 
1,2.50,000 
1,000,000 
1,000,000 
1,000,000 
1,000,000 
395.000 
2,000.000 
1,000,000 



8,645,000 
870,000 



9,515,000 



9-1 



3.000,000 
125,000 
500,000 

1,500,000 
150,000 
500,000 
300,000 



6,075,000 



Present 

Market Yalae 

of the 

Principal. 



£ 
3,512,000 
2,760,000 
2yO§0.000 
2,380/)00 
2,600,000 
999,000 
4,100,000 
2,085,000 



20|416,000 



20,416,000 



9,000,000 
500,000 
900,000 

3,015,000 
342,000 

1,390.000 

1,320,000 



16,467,000 



* Representing the loss of market value, January, 1870, plus £5,000,000 of additional 
liabilities. 



The existing Scotch Banks have, therefore, yielded their 
shareholders of ten years' standing nearly 5i per cent, per 
annum, of which all but ^ per cent, has been in dividends. 
Including the City of Glasgow Bank, there has been an 
average loss of 3| per cent, per annum in the principal, 
making 37 per cent, of the entire market value of Scotch 
Bank stocks ten years ago; but as the dividends have 
averaged nearly 5 J per cent, per annum, the net amount 
realised has been about It per cent. On the other hand. 
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the Irish Banks have paid upwards of 9 per cent., of which 
two-thirds represent dividends, and one-third the augmented 
value of the principal. 

This is not an occasion upon which it will be possible 
to discuss the peculiar constitution of either Scotch or 
Irish Banking Companies. Even the ''profit and loss 
^account'' of the one-pound note plan has on so many 
occasions received full consideration, that much further 
discussion of the matter would be useless. Both the Scotch 
and Irish systems undoubtedly involve a heavy expenditure, 
a considerable proportion of which cannot be directly pro- 
fitable. The restrictions under which their notes are issued 
prevent any very appreciable profit upon them ; while as 
the branches of the Irish Banks average more than fifty 
each, and those of the Scotch Banks are not far short of 
one hundred each, these facilities — afforded to almost every 
village in the two countries — are in their nature costly. 
This matter is concisely referred to by Mr. Inglis Palgrave 
in his " Notes on Banking ^^ : — 

" The large number of branches must, however, be a cause 
of great expense, and in several other respects it is obvious 
that a business carried on in such thinly peopled districts 
as are found in many parts of Scotland, must be conducted 
to a disadvantage in comparison with those banks which 
deal with more active centres of commerce. Although the 
profit derived from their large issues of notes may be 
considerable, yet, when we consider the many expenses in- 
curred in conducting a large note circulation, the cost of 
printing, stamp duty, and the charges, on importing gold 
from London when the circulation exceeds the limit fixed 
by the Act of 1845, no small deductions must be made 
from the apparent profit to be derived from this head.^^ 

Most of the Scotch Banks have sought to add to their 

profits by the establishment of London offices, and it is 
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understood that these ofEshoots are fairly profitable. Biit 
they are not to be classed amongst ordinary branches of 
the present establishments, and the blending of the two 
systems of banking would not unnaturally produce some 
friction. There are certain measures, however, which would 
undoubtedly make both Scotch and Irish Banks more ac- 
ceptable to investors, not perhaps in London, but in Edin- 
burgh or Glasgow, Dublin or Belfast. In the first place, 
it is very desirable that they should be registered as 
limited or better still as ^' reserved liability '^ companies. 
Objections have been raised to the Act of 1879, mainly 
because the conversion was not rendered compulsory upon 
all Banks, and because directors are frightened lest the 
the word '^ limited^' should scare away their customers. 
In this they a/re mistaken, for those customers would be 
far more gratified by an improvement in market values 
following the registration than by the addition of a word 
which has become thoroughly accKmatised amongst them. 
There is nothing more strange in the sound of the British 
Linen Company, Limited, the Clydesdale Banking Com- 
pany, Limited, or the Provincial Bank of Ireland, Limited, 
than in the London and Westminster Bank, Limited, or the 
London and County Banking Company, Limited, conver- 
sions which have been so weU received here and in the 
provinces. Such a limitation should settle the question 
of independent audits, which are still denied in various 
instances. These audits afford an assurance both to the 
shareholders and customers of a bank; and although at 
a recent Scotch Bank meeting the shareholders, to show 
their trust in their directors, did not accept the offer of 
6uch an audit, it would have been wiser had the Board 
persisted in attaching an independent voucher to the 
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•arccounts. Further, it is a most objectionable feature 
that a Bank sbould be allowed to buy and sell its own 
stock, and there can be little doubt that the quotation of 
the City of Glasgow Bank was supported at the last 
mainly by the bank itself buying up all the stock thrown 
upon the market. Finally, as regards the Irish com- 
panies, the absence of published accounts in the instances 
of the Bank of Ireland, Belfast Banking Company, 
Northern Bank of Ireland, and Provincial Bank of Ireland, 
is a state of afEairs wholly out of keeping with the spirit 
of the age; and it is as well to be reminded that of the 
Irish Companies the three last-named banks have paid the 
least percentage of profit to their shareholders during the 
past ten years. As regards the future, we shall doubtless 
find when these safeguards are applied, as sooner or later 
they will be, that these companies will yield their Scotch 
and Irish shareholders a good return upon their purchases* 
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IX. 



COLONIAL BANKS. 

It must be admitted that, with the exception of Indian, 
Colonial Banks have been exceedingly profitable during 
the past ten years. Our colonies have thriven well ; and 
the banks have thriven with them, they having thoroughly 
identified themselves with the progress which has happily 
been displayed in aU English-speaking communities. Cana- 
dian Banks have, perhaps, not fared so prosperously as those 
of Australia and New Zealand. But as an instance of mar- 
vellous progress during the decade, the growth of the 
Standard Bank of British South Africa stands out first 
amongst all the varied investments dealt with in these 
pages. It will scarcely be credited that a purchaser of 
shares in this bank in January, 1870, has since realised 50 
per cent, per annum upon his holding. Yet such is an abso- 
lute fact. This bank was established in 1862, and during 
the panic of 1866 fell, as all new banks did, to a serious dis- 
count. In January, 1870, it will be seen, the shares, with 
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£25 paid, were quoted at £12, although the company was 
at that time earning and paying small dividends. But the 
area and trade of Cape Colony has since greatly increased ; 
and the discovery of the diamond fields gave South Africa 
a start which frontier wars have not been able to check. 
British South Africa is more than twice the size it was in 
1870, with twice the English-speaking population; and the 
shares of the Standard Bank are no longer valued at £12, 
but at upwards of £40* in market estimation. Here then 
is shown a rise of 250 per cent, on the ten years, equal to 25 
per cent, per annum. The profit realised upon the issues of 
new capital at par has been equal to another £6 a share, 
or 5 per cent, per annum. The dividends have at the same 
time grown steadily from 4 per cent, to 14 per cent., and in 
1880 they bid fair to be 16 per cent., or upwards of 32 per 
cent, on the purchase price of ten years back ; while over 
the ten years the investor has actually received an average 
of 20 per cent, in cash dividends upon the £12 his shares 
were worth in 1870. I have not deemed it advisable hitherto 
to refer specially to any particular security, nor do I do so 
now with a view to induce investments therein, but it has 
been desirable to explain that as British South Africa has 
grown more in proportion than any other colony during the 
past ten years, we have a good and sufficient reason for the 
growth of the most representative bank in the colony ; and 
indeed, it may be laid down almost as an aadom that a well- 
managed bank in a growing colony will find its business 
grow in similar proportions. In the next ten years it will 
be the banks of the most growing colony, whichever that 

* In July, 1880, they had considerably exceeded JB50. 
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may be, which will transact the most expanding business. 
The following statement is certainly encouraging : — 
GoLONiAii Bank Dividends and Market Pbices. 



Bank of AtustralasiA 

Bank of Britisli North 

Ameriea 

Bank of New South Wales 
Bank of New Zealand .... 
Bank of South Australia 

Bank of Victoria 

Colonial 

English, Scottish, and 

Australian Chartered 
London Chartered of 

Australia 

National of Australasia 
National of New Zealand 

(1872) 

Standard of British South 

Africa 

Union of Australia 
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14 


16 
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16 


16 


146 



o 

-as 



a 



73 

53 

55 

22* 

38* 

36 

54 

22 

234 
7 

34 

414* 
60 



* £5 to be added to Bank of New Zealand price, £2 to Bank of South Australia, £6 to 
Standard of British South Africa — for profits on new issues. National of Australasia and 
Union of Australia also made new issues. 

As a rule, Australian dividends have been quietly in- 
creased, while material additions have also been made to 
reserve funds; but the two Canadian Banks on the list 
suffered in common with most other Canadian Companies 
in 1878 to 1879, so that their dividends are lower at the 
end than at the commencement of the decade, and market 
values have scarcely increased. 

In summarising the foregoing dividends and market 
values, it will be found that the average dividends paid 
have realised to the investor 8i per cent, per annum, and 
that his gain in principal has reached 4i per cent, per 
annum, making together not less than 12i per cent, as the 
yearly return upon his holding. 
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Bank of AnstralasdA 

Bank of Britiah North 
Amerioa 

Bank of New South WaJaa.. 

Bank of New Zealand 

Bank of South Australia .. 

Bank of Victoria 

Oolonial 

Bnglish, Scottish, and Ana 
tralian 

London Chartered of Aus- 
tralia 

National of Australasia . 

National of New Zealand 
(1872) 

Standard of British South 
Africa 

Union of Australia 



Yield in 
Diyidend 
per Cent. 

per 
Annum. 



8-7 

7-4 
7-8 
7*0 
7-6 
7-2 
6-9 

8-6 

6-6 
60 

77 



8.4 



Yield in 
Value of 
Principal 
per Gent. 

per 
Annum. 



4*8 

0*2 

4.1 
50 
2-1 
-0-S 
0*4 

2-6 

0-2 
0*4 

-0^ 
2-7 



4S 



Together 

per Oent. 

X>er 

AnTinwi, 



180 
7*6 

n-9 

12-0 
9-7 
6.7 
7-8 

11*2 

7-4 
7-0 

6*8 

48-6 

10*4 



127 



Present 

Amount of 

Paid-up 

Capital. 



1,200,000 

1,000,000 

1,000,006 

1.000,000 

800,000 

500,000 

600,000 

720,000 

1,000,000 
800,000 

360,000 

860,000 
1,600,000 



11.320,000 



Present 

Market Valoa 

of the 

Principal. 



2,190,000 

1,060,000 
2,750.000 
2,200.000 
1,816,000 
720,000 
1.080,006 

792,000 

U75,000 
1,400.000 

836^000 

1,411,000 
8,600,000 



19.919,000 



It will not be necessary liere to discuss the system 
adopted by many Australian Companies, whereby they 
became Land-Mortgage as well as Banking Companies. 
Their advances on land have been been much curtailed 
since the failure of the City of Glasgow Bank by transfers 
to Land-Mortgage Companies, and very wisely, for how- 
ever safe such a business when carefully selected may be, 
it may easily involve a lock-up for the time being — a risk 
which no Bank has a right to run, even if much of their 
deposits are taken for longer periods than is usual amongst 
English Banks and Discount houses. 

To the depreciation in silver, even more than to de- 
pression in trade, must the poor results realised by 
Indian Bank shareholders.be attributed. In January, 1870, 
silver stood at 60|d. per oz., while in December last it was 
52id., a fall of 14 per cent. So that there has been an 
averfkge yearly depreciation in the Indian Securities in 
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which these Banks deal of nearly Ij per cent., although 
their capital, and no inconsiderable proportion of their re- 
Bources, have been obtained here, and therefore upon the 
basis of a gold standard. Added to this, the heavy failures 
amongst Eastern shipping merchants during recent years — 
failures which for some time must have been foreseen by 
those connected with the trade — and the falling off in divi- 
dends and prices recorded below will be readily explained : 
Indian Bank Dividends and Mabket Pbiceb. 
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Chartered of India^ Aus- 
tralia, and China 
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India, London, and 
China 
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22 



22 
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The Oriental Bank Corporation also sustained a heavy 
loss upon a holding of Chilian Bonds, which it should never 
have possessed ; and the Chartered Mercantile at one time 
held an exceptionally large amount of silver bullion. The 
results of such holdings may be seen in the following per- 
centages of profit : — 

Eettirn on Indian Banks. 



A*rra 

Chartered of India, Austra- 
lia^ and China 

Chartered MeroantUe of 
India , 

Oriental 



Yield in 


Yield in 


Together 


Dividend 


Principal 


per Cent. 


per Gent. 


per Cent. 




per 


per 


per 


Annmn 


Annum. 


Annnm. 


41 


- 11 


3-0 


4-6 


2-8 


7-4 


51 


- 3-2 


1-9 


6-2 


- 4-8 


1-4 


51 


- 20 


31 



Present 

Amount of 

Paid-up 

Capital. 



£ 

1,000,000 

800,000 

750.000 
1,500,000 



4,050,000 



Present 

Market Value 

of the 

PrincipaL 



£ 
975,000 

880,000 

660.000 
1,320,000 



3,835,000 
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India, though an old-world country, and not a colony 
strictly speaking, possesses great power of steady develop- 
ment, because its enlightened Grovemment and facilities of 
intercourse are young. Consequently, there is much reason 
why Banking, conducted in the currency of the country, 
should be increasingly profitable. Such, indeed, is the 
case; but where Banks have to render their accounts in 
sterling, while conducting their business in rupees, there 
cannot fail to be heavy fluctuations in the results obtained, 
quite apart from the operations of careful and, in reality, 
successful banking. Of course, a rise in silver would tend 
to enhance their gains, as a fall in silver diminishes them ; 
but it is doubtful whether it would not be advisable to 
render their accounts in rupees, instead of in a currency 
alien to the country in which their business lies. 



P2 
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X. 

FOREIGN BANKS. 

It will be unnecessary to treat tlie subject of foreign banldng 
at any great length. Our principal joint-stock undertakings 
of this class carry on operations in the East of Europe and 
in South America, and their transactions largely consist of 
exchanges and remittances between different countries. It 
may be judged from the statistics appended that they have 
not been so profitable as either home or colonial banking 
companies, and they have consequently as a whole lost 
ground in market estimation. 

FoBEiaN Bank Dividends and Market Pbiceb. 



Anglo-Anstarian 

Anglo-E^ptiazi* 

Bank of Egypt 

Bank of Bionmaaia 

Bngliflh Bank of Bio .. 

Imj^erial Ottomanf 

Ionian 

London and San Fran 

ciico 

London and Bayer Plate. 
New London and Braiil- 

ian(1872) 

Hongkong and Shanghai 



1^ 



26i 
40 

m 

12f 

IS 
12| 

8* 
38 



Diyidenda paid in each Tear. 



1870 



% 
35i 
12* 
14 

"s 

13 
8 

10 

m 



12 



1871 



% 
15 
10 
19 
8A 
10 
10 
8 

10 
10 



10 



1872 



% 

27* 

20 

21i 
12i 
10 
13* 
8 

18 
11 



12 



1873 



% 
24 
18 
20 

8 

12* 
14 

8 

12 
11 

6* 
12 



1874 



% 

5 
20 
16 

5 
10 
10 

8 

9 
12* 

6 
10 



1875 



% 
5f 

15 
16 
9* 
10 
16 
8 

7 
10 

6 
nil. 



1876 



1877 



% 

nil. 

10 

14 

5 
10 

5 

8 

8 

4 

5 

6& 



1878 



% 
nH. 

2* 

10 

nil. 

10 

nil. 

8 

8 
6* 

6 

7* 



% 
Ji 
7* 
6* 
7* 
7 

nil 



8 

8 

8 

6 
7* 



1879 



% 

5 

7* 

5 
15 

6 
nil. 

7 

6 

8 

6 

7* 



Total 



% 

122 

123 

141 
70* 
93* 
81* 
79 

91 
93* 



El 

h 

5" 



1!* 

23 

32 

12* 

10* 

U 

90 

x?l 

9 

87 



* In 1872, thii bank imned 20,000 new sharei at 10 prem. 
t In 1874^ there were 287,500 new shares iesned at par. 
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As a rule^ their dividends have fluctuated in an extra- 
ordinary degree, and such distributions were generally 
much larger in 1870 than in 1879. Aided by those high 
payments in the earlier years of the decade, they have, 
on the average, returned 7l per cent, per annum in cash 
dividends, from which there has to be deducted li per 
cent, for loss of principal. 

Betubn on FoBBiax Bakxb. 





Yield in 

Dividend 

per Gent. 

per 


Yield in 
Value of 
Principal 
per Cent. 

per 
Annnm. 


Together 
per Gent. 

per 
Annum. 


Present 

Amount of 

paid-np 

Oapital. 


Present 

Market Value 

of the 

PrindpaL 




Anglo- Amtriaii 


5-0 
11-0 
8-8 
6-6 
8-9 
63 
10-1 
70 
7-4 
6-8 
6-2 


- 6-2 

• • • 

- 2D 
4-4 

- 0-2 

- 1-3 
0-3 

- 29 

- 1-0 
0-7 

- 0-3 


- -2 

110 
6-8 

UO 
8-7 
50 

10-4 
4-1 
6-4 
7-5 
5-9 


£ 

1,800,000 
1,600.000 
250,000 
400,000 
500,000 
500,000 
150.000 
600.000 
600,000 
450,000 
1,125,000 


£ 

1,872,000 
1.840,00e 
320,000 
624.006 
512.000 
550.000 
120,060 
555.000 
675,000 
405,000 
1,474,060 


Aiurlo-Birrptian 


IVmhV of KKfTt 




Bngliflh Bank of Bio Janeiro 
Imperial ottoman 


Ionian 


London and Saa Frandaco.. 
Iiondon and Biyer Plate ... 
Kew London and Brasilian^ 




7-2 


- 11 


6-1 


7,975,000 


8,947,000 



Within the last few years some Anglo-Grerman banks have 
been started under apparently favourable auspices, but the 
bulk of the '' banking business ^' between this country and 
Western Europe is in private hands. This is not what in 
England we are accustomed to consider ordinary banking 
business. Amongst English banks the deposits reach 
nearly six times the amount of the paid-up capital; in 
Scotland they exceed seven times the paid-up capital; 
amongst our colonial banks they approach 4} times the 
paid-up capital ; while, as a rule, the capital of a f oreigx^ 
bank actually exceeds its deposits. There are some excep- 
tions, more particularly where the deposits are drawn from 
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London and are employed abroad. But the great bulk of 
their operations consist of agencies and remittances, and 
often in trading upon their own credit rather than with the 
money of other people. European banks, more especially, 
commit themselves to syndicate operations, acting the part 
of promoters and loan contractors, and are thus more in the 
nature of financial than banking houses. Consequently, 
the years when there exists a mania for foreign loans and 
foreign enterprises are found to be the most profitable years 
for foreign banks. Hitherto, their one great advantage 
over the more profitable home banks has been the entire 
limitation of their liability, much of their capital consisting 
of '' shares to bearer." 

SUUMABT OF iNYESTliENTB IN BaNK ShABBS. 



/ Ayeraee Annnal Betnm. ^ 

Yielded in 

Yield in Market Value 

Diyidends, of Principal Togrether, 

per Cent, per per Cent, per per Cent. p«r 

Annnin- Annum. Annum. 

Bank of lEnfflaxd 41 r4 5-5 

London Banks 7.9 39 U'S 

Provincial Banks 75 21 9« 

Scotch Banks 62 -37 15 

Irish Banks 60 31 9*1 

6-1 rs 7*4 

Banks having London Offices : — 

Indian Banks 5*1 -2-0* 31 

Colonial Banks 8"4 4-3t 127 

Foreign Banks 7*2 -11 61 

* Depreciated owing to the fall in silver. 

t This advance, it should he noted, appears exceptionally large, but is due to the rapid 
growth of our colonies during the decade. 
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XI. 

LONDON DISCOUNT COMPANIES. 

Why the London Discount Companies have not over so long 
a period as ten years fared as well as the London Banks 
requires explanation. These companies have all of them 
yielded a moderate profit to their shareholders ; but it can- 
not be said that at the end of the decade market values 
have increased; and there is something, as this Inquiry 
has already shown, unusual in well-established undertakings 
making no progress during the past decade. It will be 
seen from the following record that the dividends were 
smaller in 1879 than in 1870, and that in two instances the 
prices were actually lower, while the slight rise in the 
third company on the list is neutralised by doubling the 
capital in the interim by shares issued at £7 each : — 
Dividends and Mabket Prices of Discount Houses. 



General Credit and Dis- 

ooant 

National Disoount 

United Discount 






S 



7 

Hi 



Dividends Paid in Each Year 



ea 

0( 



1870 



% 
5 

6t 



1871 



% 
5 

m 

7f 



1872 



% 

5 

18 
9i 



1873 



% 

7 

13 

6 



1874 



% 

6 

15^ 
6 



18751876 



% 
10 
5i 



% 

5 

10 
6i 



1877 



% 

5 

10 
71 



1878 



% 

5 
11 

7i 



1879 



% 

4 
11 
2i 



Total. 






% j 

67 ' 
133f 
65 



6* 



* United Discount in 1872 issued 25,000 shares at £1 prem. 



The National Discount Company^s and the General Credit 
Company^s dividends relapsed after 1875, that year bein^ 
memorable for the Collie failures ; and both General Credit 
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and United Discount dividends were lower in 1879, partly 
because there were very few bills to discount, and those 
had to be taken at rates scarcely above the interest allowed 
on deposits, and further because each of these companies 
had a considerable sum locked up in the City of Glasgow 
Bank acceptances — namely. United Discount, £219,000 ; 
National Discount, £156,000; and General Credit, £47,436. 
These sums have now been repaid to them without interest. 
The return to the shareholders is indicated below : — 



BXTUSN 


ON Discount Gomfanibb 


' Shases. 






Yield in 

Diridend 

per Oeat. 

per 

Avnnm. 


Yield in 
Valne of 
Prindpal 
per Gent, 
per 

ATinnm, 


Together 
per Cent. 

per 
Annmn. 


Present 

Amount of 

Paid-up 

OapitaL 


Present 

Market Value 

of the 

Principal 




General Oredit and DiBOonnt 
Kational Disoouixt 


6^ 

6-8 
8r$ 


-o-s 


4-6 
5-3 
8-6 


£ 

USOOfiOO 
850,000 
900,000 


£ 
1,160/)00 
1,870,000 


United Diflcoimt 


250,000 








6-8 


-1-0 


5*8 


2,660/)00 


3,280.Mf 



The falling off in the dividends after 1875 and 1878 indi- 
cates in some degree why discount companies have not held 
their own in the latter half of the decade. But in addition, 
to this^ the competition existing between the private and 
joint stocky discount companies is far keener than between 
private and joint-stock banking companies. A discount 
company obtains the great bulk of its business by bidding 
for bills at low rates^ while a bank has a much larger pro- 
portion of regular customerB, who never dream of taking 
their business anywhere else. At the same time^ a discount 
company has to pay interest upon the whole of its deposits, 
whereas the banks of the present day obtain very large 
available balances from ^' current accounts " upon which no 
interest is payable. On the other hand^ a discount com- 
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pany requires a far smaller establishment^ can be worked 
cheaply^ and can very often choose its opportunity for 
expanding or contracting its operations. Nevertheless^ 
during the past two years these companies have found that 
the marginal line between deposit allowances and discount 
lates so finely drawn that they have on many occasions 
been compelled independently to lower those allowances. 
Another drawback under which they labour is the fact that 
a goodly proportion of their money is lent to them by 
country or London banks^ and the result is that in times 
of pressure — ^which are also the most profitable times for 
this class of business — they are called upon to refund a 
portion of their working resources. This was the case in the 
latter part of 1878. There is no necessity to refer to the 
great discount failure of 1866^ for it occurred before the 
period which is under consideration; but it would almost 
appear that this class of business is better adapted to the 
energies of the quick-witted bill-broker than to the joint- 
stock company. Mr. William Newmarch has estimated 
that seven-tenths of this class of business is in the hands of 
about five-and-twenty private firms ; and although the 
three companies on our list have now firmly established 
themselves^ and may doubtless again pass through periods 
as profitable as from 1871 to 1874, their number shows no 
signs of increasing. The business of the banker has been 
described as a steady routine, and, therefore, thoroughly 
adapted to joint-stock enterprise ; but that of the Discount 
House requires more rapidity of action, a more thorough 
appreciation of the signs on the monetary horizon. A bill- 
broker in the Money Market is not unlike a jobber in the 
Stock Exchange — and who could imagine the operations of 
a jobber performed by a joint-stock enterprise ? 
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XII. 



INSURANCE COMPANIES. 

Of all the classes of Securities with which we have dealt 
for the purposes of this inquiry, none have been so profit- 
able to investors during the past ten years as our Old Fire 
and Life Offices. What has been said respecting the 
'^ privileged opportunities'' of the long-established Banks 
applies with equal_, if not stronger, force to Insurance Com- 
panies, and at the present day it would appear that a new 
Insurance Company has practically no chance of competing 
for business with offices which through more than half a 
century — and some of them are much older establishments 
— ^have collected accumulated funds measured by millions 
sterling, invested for the greater part in solid Securities. 
Theoretically, as well as practically, an established insur- 
ance company is exceptionally constituted for the conduct 
of a safe and profitable business. A comparatively easy 
routine is alone required, a moderately careful selection of 
risks, a moderately careful selection of investments for the 
ever-accruing balances. Business once secured cannot be 
lost — the premiums coming in are a certain quantity for 
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years to come, and a " run ^' upon an insurance company is 
out of the questioui 

Bearing all these matters in miad_, we cannot be surprised 
at the results which the following figures disclose. 

FiBE Am) Life Insttsance Companies' Dividends, &c. 



and 



AlliAnoe British 

Foreign 

Caledonian 

Commercial Union 

Guardian 

Imperial Fire 

Lancashire 

Life Association of Scot 

land 

Liverpool, London, and 

Globe 

London and Lancashire. 

London 

North British and Mer 

.oantile 

Northern 

Phoenix* 

Queen 

Bock 

Eoyal Exchange , 

Eojal 

Scottish Union 

Standard Life 

Union 

Sun Fire* 

Sun Life* 



M S 



» 



lit 

49 
6 

5U 

76 

3 

291 

8i 

If 
49^ 

33 

14t 
140 
1 

8 
318 

11 

671 
280 
175 

70 



Dividends Paid in Eadi Year. 



1870 1871 



% 

71 
22 

7i 

20 
10 

9i 

30 
nil 
20 

16 

14 

121 

10 

75 

25 

111 
12| 

25 

721 
6\l 
44/ 



% 

7} 
23 

7i 

5 
20 
12i 

H 

30 
nil 
22 

30 
24 

91 
10 

77i 
20 

111 
14 

27 

72^ 

im 

44/ 



1872 



% 

10 

27i 

6 
20 
12i 

11 

10 
nil 
24 

20 
17 
91 
10 
80 
20 
13i 
14 
29J 
72i 
141 
44/ 



1873 



% 

10 
27i 

m 

6 
20 
12i 

11 

nil 

24 

20 
22 
91 
10 
80 
20 
13i 
14^, 
29il 
75 i 
171' 
13il 



18741875 



% 
27i 

m 

6 
20 

m 

11 

m 

6 
25 



22 
20 

mi 

12^ 

80 

20 

163 

14 

29i 

77l 

mi 

50/ 



% 

10 

27i 

124 
10 
20 
20 

11 

12i 

3 

25 

26 
25 

121 

124 

80 

20 

25 

14 

29i 

824 

201 

50/ 



1876 



% 

10 
274 
124 
7 
24 
20 

13 

30 
nil 
24 



1877 



% 

10 

32i 

15 

74 
28 
15 

16 

30 
nil 
24 



38 


31 


20 


35 


181 


211 


124 


15 


80 


80 


20 


20 


25 


30 


144 


15 


29S 


29> 


824 


82;t 


204 


241 


50/ 


50/ 



1878 



% 

10 

73f 

15 

64 
28 
20 

15 

35 

7 

24 

28 

424 

181 

124 

824 
20 
30 
15 
29J 
90 
251 
1441 



1879 



% 

13i 

35 

20 

64 
28 
214 

15 

40 

8 

24 

23 

50 

211 

15 

85 

20 

334 

15 

29J 

90 

231 

62/ 



Total 



% 

1014 

328} 
1274 
70 
228 
1564 

121 

230 

264 
236 

254 

2694 

1394 

120 

800 

205 

210 

142 

2851 

7974 

1821 

51118/ 



fig 
Id 



284 

78i 



151 
7* 

28 

62 

444 
40 

305 

SA 

406 
234 
3* 
71 

355 

450 
80 



* Dividends per share. 



In some instances it will be found that the quiuquennial 
or other periodical bonuses have suddenly inflated the 
dividends, while in others may be noted the effect of an 
over-disastrous fire like that at Chicago. But it has, as a 
rule, been the experience of our leading offices that such a 
wholesale conflagration has proved in the end a very good 
advertisement, and the Chicago fire brought them a con- 
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siderable accession of American business. As a rale, the 
dividends have quietly and steadily increased, and market 
prices advanced in practically eveiy instance, in some 
instances enormously advanced. 

Bbtubn on Fibb and Lifb IirBn]u.wc> Coxpanisb. 



Yield in 

DiTidend 

p«r Cent. 

per 

AiiTiiiTn. 



AlHaxioe, BritiBh k Foreign. 

Caledonian 

Oommeroial Union 

Gnardian 

Imperial Fire 

lianoaahire 

Life AsBOoiation of Scotland 
Liyerpool and London and 

Globe 

London Lancaahire & Sire.. 

London 

North British k Mercantile 

Northern 

Phomix 

Qneen 

took 

Royal Exchange 

Royal 

SootUeh Union 

Standard Life 

Union 

BnnFire 

Ban Life 



8^ 
67 

10-6 
6-8 
7-6 

104 
4-6 

5-5 
4-8 
6-0 
67 
9-5 

lQr9 

12^ 
60 
6-5 

It-S 
4-9 
51 
67 

10-4 
7-4 



Yield in 
Value of 
Principal 
per Gent. 

X>er 
Annum. 



7-4 



16-6 
5-9 

22r9 
3-3 

100 

16-8 
-0-6 

8*9 

96-4 

2-5 

3-5 

18-8 

U-8 

231 

0-1 

2-8 

277 

1-5 

0-5 

2-7 

15*6 

1-4 



Together 

percent. 

per 

ATiTinm . 



23-9 

12^ 
83-5 
101 
17-6 
26-2 
4-0 

14-4 

41-2 

8-6 

10-2 

27-8 

21-8 

851 

51 

9-3 

38-0 

6-4 

5-6 

8-4 

26-9 

8-8 



Present 

Amount of 

Paid-up 

Capital 



Present 

Market Vain* 

of the 

PrinoipaL 



9-4 I 16-8 



£ 


£ 


650^000 


1,425,000 


31,000 


242,000 


250,000 


937,000r 


1.000,000 


1,370,000 


300,000 


* 1,812.00a 


200,000 


775,00a 


87.000 


280,000 


898,000 


2,948,000 


150.000 


382,00a 


450,000 


2.223,000 


350,000 


1,780JOOO 


150,000 


1,200,000 


72,000 


2,050,000 


200,000 


662,000 


100,000 


1,625,000 


689,000 


2,791,000» 


800,000 


2^312,000 


207,000 


637,000 


120,000 


710,000 


30,000 


532,000 


•480,000 


2,160,000 


48.000 


384,000 



6,156,000 29.287,000 



* Son Fire 4^800 shares aaount paid up not known, treated for purposes of this com- 
parison as 1001 stock. 

What is the most striking in this table is the rapidity 
with which most of the shares named have increased in 
market estimation. The Commercial Union has advanced 
from £6 to £19i on the ten years, or 229 per cent. ; the 
Lancashire from £3 to £7|, or 158 per cent. ; the Northern 
from £14 to £40, or 185 per cent. ; the Queen from £1 to 
£3^, or 231 per cent. ; the Royal from £6| to £23|, or 277 
per cent. ; and the Snn Fire from £175 to £450, or 156 per 
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cent. Tliese are exceptional instances^ bat taken as a class^ 
the companies which had secured a safe existence ten years 
ago haye since then risen in market estimation at a pace 
not far from short of 10 per cent, per annum; while the 
cash dividends have in addition yielded another 7^ per cent, 
per annum. That these are enormous rates of profit all 
must admit. Neyertheless^ side by side with them should 
be placed the fact that of the new insurance companies 
brought out during the past ten years^ the greater portion 
have either ceased to exist already or have carried on but a 
nominal business. Yet in not a few of the most prosperous 
companies^ facts are hidden which the public ought to 
know. So conservative are some of the old offices^ that we 
have known instances where year after year they have 
permitted false statements to appear in print, when an 
answer to one of the many applications made to them for 
information would have not only corrected the' error, but 
have shown the companies to be far more prosperous. It 
is possible that in some cases it is thought that to tell part 
may necessitate the telling of all; and that if the public 
knew how profitable they really were, and how well their 
officials were remunerated for their services, competition 
would increase. If this feeling should predominate in 
certain directions it is unwise ; for it may be laid down as 
an axiom that the more these companies can impress the 
insuring public with a sense of their wealth and prosperity, 
the more new business will they attract. Let their profits 
and investments be thoroughly known, and in the great 
majority of instances good, instead of harm, will follow. 
These remarks, of course, now apply more to the fire than 
to the life offices, the latter, since the passing of the Act 
of 1870, having been compelled to make a return of assets and 
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liabilities annnally to the Board of Trade. Many of the old 
companies are no longer in a position to require a paid-up 
capital at all, and a ^^ reserved liability '^ is all which need 
be maintained in addition to their accumulated funds. 
There is no reason why these companies should not be 
registered under the reserved-liability Act of 1879, and 
there are many reasons in favour of it. 

Whether in the future the shareholders dare hope that 
these undertakings will continue to grow in any such pro- 
portions as in the past ten years, it would be very unwise 
to predict, but there is much to be urged in favour of an 
established routine of this description. It is possible, i£ not 
probable, that some abatement of the premiums charged to 
insurers may be found to be necessary, an abatement 
which the figures before us show might readily be granted. 
Otherwise, powerful combinations might in course of time 
be started •which would break down what' at the present 
appears to be an admitted, but a self -constituted, monopoly. 



The Marine Insurance companies are more open to com- 
petition, and rather less of an established routine. A good 
underwriter is required to be a clever and energetic spe- 
cialist, and as the insurances effected are for much shorter 
periods .than in fire or life offices, and involve far heavier 
amounts, competition is inevitably keener, and there is 
more ^^ new business ^' always on the market. Hence, new 
companies may more readily be established; and, indeed, 
any moderately influential clique of shippers may bring an 
undertaking of this kind into existence. Many have done 
so within the past ten years, and a smaller percentage have 
ceased to exist, while some have risen rapidly in market 
value. 
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Mabinb Insubancb Dividends and Mabeet Peices. 



Alliance 

British and Foreign .... 
Home and Colonial .... 

Indemnity 

London and Provincial... 

Maritime 

Ocean 

Thames and Mersey .... 

Union Marine 

Universal Marine 



fig 

£S4 



1^ 



22i 

Hi 

120i 
2 
21 

m 

^ 
m 



Dividends Paid in Each Year. 



1870 



% 
5 
20 
5 
21 
10 
10 
30 
20 

10 



1871 



% 
4 

m 

6 
21 
10 
10 
30 
25 
15 
15 



1872 



% 

4i 
22i 

6 
19 
20 

m 

30 
25 
15 
15 



18731874 



% 
5 
20 
6 
19 
20 
20 
25 
25 
15 
15 



% 

5 
15 

6 
19 
12^ 
12i 

5 
25 

5 
15 



1875 



% 

nil 

15 

3 
15 
10 
10 

5 
15 

5 
10 



1876 



% 
nil 

m 

nil 
15 
10 
10 
5 
20 
10 
10 



1877 



% 

3 
25 
nil 
15 
10 
15 

5 
25 
10 
10 



1878 



% 
3 
25 
nU 
15 
15 
15 

7^ 
25 
10 
10 



1879 



% 
nil 

25 
nU 
15 
15 
15 
71 
25 
12ij 
10 



Total. 



% 

29i 
202i 

32 
174 
132^ 
135 
150 
230 
110 
120 



M € 

U4 



^ 



S9 
17* 

97 
4i 

8 

81 

9 

101 



Large profits have, it will be seen, been realised by some 
of these companies, while others have actually lost ground 
during the ten years. The dividends have also fluctuated 
more considerably. Altogether, they have been fairly 
profitable, as the following percentages indicate : — 

Return on Maeine Insubance Shakes. 



Alliance 

British and Fore^ 

Home and Colonial 

Indemnity 

London and Provincial 

Maritime 

Ocean 

Thames and Mersey .. 

Union Marine 

Universal Marine 



Yield in 


Yield in 


Together 


Dividend 


Principal 


per Gent. 


per Cent. 


per Cent. 




per 


per 


per 


Annum. 


Annum. 


Ai^nnTin, 


3'2 


2-8 


60 


7*2 


5-8 


130 


4-6 


- 8-0 


- 3-4 


7-2 


- 1-9 


5-3 


13-2 


11-2 


24-4 


11-3 


131 


24-4 


3-9 


- 5-8. 


- 1-9 


9-4 


7-9 


17-3 


51 


- 1-5 


3-6 


6-3 


0-8 


71 


6-7 


1-1 


7-8 



Present 

Amount of 

Paid-up 

Capital. 



£ 

250,000 
200,000 
100.000 
673,000 
100,000 
99,000 
200,000 
200,000 
202,000 
250,000 



2,274,000 



Present 

Market Value 

of the 

Principal 



£ 

290,000 
888,000 
14,000 
1,306,00® 
212,000 
272,000 
320,000 
875,000 
364,000 
512,000 



5,052,000 
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XIII. 
GAS AJn) WATER PROPERTIES. 

Thxbe is an increasing desire on the part of municipalities 
to purchase and control their supplies of water and gas. 
During the past ten years numerous such purchases have 
been effected^ and always^ from a market standpoint^ to the 
profit of the shareholder. If a municipality agree to giye 
the shareholders of a gas company their existing dividends — 
and it can scarcely be expected that the shareholders would 
accept a reduction — ^there must of necessity be a rise in 
market value^ because the guarantee of a city is worth 
relatively more than the earnings of a company. These 
purchases^ however^ can be most advantageously effected 
when the shareholders are receiving their maximum* divi- 
dends ; for otherwise they may with some [show of ^reason 
demand expanding dividends or ''deferred stock/' as 
in the case of most of the [London water companies^ 
only one of which is as yet ] paying itsJEmaximum rate 
of dividend. Certainly, the Metropolitan BoardJ[of^Works 
could create a '' Metropolitan Gas Trust '* upon apparently 
less onerous terms than a " Water Trust/' because in the 



GAS LIST) WATER PROPERTIES. 



87 



case of the gas companies the maximam dividends are 
already paid, and the companies are in reality earning pro- 
fits in addition which they cannot divide. The recently- 
established sliding scale to some extent complicates the 
position of gas stockholders, but a small percentage of 
increased payment would cover the difference. If left to 
themselves, both home gas and home water companies must 
be included amongst improving properties, for Parliament 
has granted to them rights which cannot arbitrarily bo 
taken away from them; and though gas companies have 
recently suffered severely because of the electric-light 
patents, there really seems small prospect of rivalry either 
on the score of cheapness or convenience. 

These few remarks are a sufficient preface to the follow- 
ing tables : — 

Leading Gas Oompanibs' Dividends and Market Prices. 



i 

Ei 

li 



Hoke. 
AUianoe Dablin 
Bristol United 

BritiBh 

Gommercial 



CkiB Light and Ooke* . . . 

Do* Imperial " 

Do.lO%D.*'BqTutable' 

Liverpool United 

London 

Phoenix 

Sheffield 

South Metropolitan 



FORBIGV. 

European 

Imperial Continental 

Oriental 

Baode Janeiro 











Dividends Each Year 


• 






1 




















1870 


1871 


1872 


1878 


1874 


1875 


1876 


1877 


1878 


1879 


TotaL 




% 


% 


% 


% 


% 


% 


% 


% 


% 


% 


% 


iset 


8* 


8* 


8| 


3 


nil 


64 


8* 


10 


10 


10 


7^ 


10 


10 


10 


10 


10 


10 


10 


10 


10 


10 


100 


30i 


10 


10 


10 


10 


10 


10 


10 


10 


10 


lU 


lOU 


150 


10 


10 


10 


10 


10 


10 


10 


10 


lot 


10 


101; 


U8 


8i 


9 


10 


9\ 


10 


10 


10 


10 


10 


10 


97 
100 


160 


10 


10 


10 


10 


10 


10 


10 


10 


10 


101 


155 


10 


10 


10 


10 


10 


10 


10 


10 


10 


10 


100 


207 


10 


10 


10 


10 


Sk 


10 


10 


10 


10 


10 


m 


154 


10 


10 


10 


10 


10 


10 


10 


10 


10 


10 


100 


80^ 


10 


10 


10 


10 


10 


10 


10 


10 


10 


10 


100 


202 


IP 


10 


10 


10 


10 


10 


10 


10 


10 


10 


100 


152 


10 


10 


10 


10 


10 


10 


10 


10* 


m 


m 


lOSk 


16i 


lot 


m 


m 


10 


10 


9 


10 


10 


101 


m 


lOli 


145 


8 


H 


»t 


H 


8 


8i 


11* 


11* 


11* 


12 


m 


8i 


10 


9 


9 


9 


9\ 


9* 


9 


9 


10 


9 


98 


25i 


10 


10 


U 


11 


10 


10 


10 


12 


10 


10 


104 



16* 
175 

84 
175 
170 
170 
210 
189 
170 

86 
200 
200 



18 
170 

87 



* In 1870 took over Ghreat Central Qw, giving 10 per Cent. Preference; in 1871 
absorbed the Equitable at 10 per Cent. '*D"; in 1872 absorbed the Western upon equal 
terms ; and in 1876 the Imperial and the Independent Companies upon equal terms. 

a 
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HoKB Watbbwobks' Dividends and Mabset Fbiceb. 







Dividends Baoh Tear. 


i Price, 
1880. 




1 












1 


1 1 




1^ 




1870 


1871 


1872 


1873 


1874 


1875 


1876187718781879 


Total 


Bristol 


121 

82 

116i 

114 

300 in* 

5 
116 
115 


% 
7* 
6 
7 
4 
6 
6 

75] 
21 
6i 


% 
9 
6 
6 

? 

6 

Si 
9| 


% 
10 

6 

6 

8 

6 

6i 

a ■ • 

3* 
9| 


% 
10 

6 

6 

7i 

6 

6i 

2* 
5 

9* 


% 
10 

6 

6 

7 

• • • 

^ 

5 
9 


% 
10 

6 

6 

7 

% 

Sk 


% 
10 

6 

7 

7 

7i 

6k 

10 
6 

9| 


% 
10 

6 

6 

5 

8 

6k 

10 
6 

H 


% 

10 


% 
10 


% 

96} 

60 

69t 
61* 

40 
46 

Sik 
98J 


64 


cni^iH^A ,.. , ,, 


6 

7 


6 
6i 


175 


East London 


176 


Grand Junction (£50 pd.) 
Kent 


6 
9 


li 


98 
225 


Lambeth 


6k 6i 


177i 


New Biyer (New Shares) 
Diyidends from 75... 

South Staffordshire 

Southwark & Vanzhall. . . 
Weet Middlesex (£61 pd.) 


10 
2k 


10 
4t 


350 

159 

160 



The foregoing dividends and prices yield the following 
percentages: — 

Bbtubn upon Gas Secubities. 



Hoios. 

Alliance Dublin 

Bristol United 

British 

Oommerdal 

Gas Light and Coke 

DoTmperial 

Do. 10 % D, Eauitable. 

Liyerpool United 

Iiondon 

Phoenix 

Sheffield 

.South Metropolitan 



Yield in 

Diyidend 

per Cent. 

per 



POBXIOV. 

Snropean 

Impcaial Continental 

Oriental 

Bio de Janeiro 

Total Oas 



5*4 

6-3 
67 
6-8 
8-2 
6-8 
6-4 
4-8 
6-5 
6-6 
50 
6-8 



6-7 



6-1 
6-8 
67 
81 



6-9 



6*8 



Yield in 

Value of 

Principal 

per Cent. 

per 

A-nTinni- 



2-1 

•6 
11 
17 
4*4 

•6 
3-5 

•9 
1-0 
1-8 

•1 
3-2 



2*2 



•9 
17 
1-2 

•6 



1-2 



1-9 



Together 

per Cent. 

per 

ATiTinm. 



7-5 
47 
7-8 
8*5 

12-6 
6-9 
9-9 
3*9 
7-6 
8-4 
4-9 

10^ 



"8-9 



7-0 
8-5 
4-5 
87 



8-1 



87 



Present 

Amount of 

Stock. 



£ 

590,000 
841,000 
280,000 
550,000 
2,640,000 
Vi60,000 
800,000 
561,000 
887/)00 
540,000 
135,000 
600,000 



8»884f,000 



468,000 

2,800,000 

150,000 

750,000 



4^68,000 



12,55^000 



Present 

Market YaJne 

of the 

PrincipaL 



£ 

973,000 
600.000 
476,000 
962,000 

4^488,000 

2,652,000 
630.000 

1,060,000 
658,000 
972,000 
270,000 

1,000,000 



14.741,000 



842.000 
4,760,000 

217,000 
l,012/)00 



6,831,000 



21,57^000 
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Betubn upon Home Watbbwobks Secitrities. 





-Tieldin 
Dividend 
percent. 

per 
Annnm. 


Yield in 

Value of 

Principal 

per dent. 

per 

Annum. 


Together 

per Gent. 

per 

Annnm, 


Present 

Amount of 

Stock. 


Present 
Market Value 




of the 
Principal. 


Bristol 


e-0 

6-3 
5*2 
37 

e-0 

5*4 
3-3 
9-2 
4-4 
5-2 


6-8 
5-4 
4-5 
2-0 
9-3 
6-6 
4-2 
9-5 
8-7 
3-9 


11-8 

107 

97 

67 

15-3 

U-0 

7-5 

187 

8-1 

9-1 


£ 

200/X)0 
615^000 

1,625,000 
540,000 
596,000 

1,062,000 
500,000 
225,000 
737,000 
996,000 


512,000 


Ghelsea 


1,076,000 


Wast London *..... , . 


1^860,000 


fl-"^nd Jnnction 


1,075,000 


Kent 


L341,000 




L248.000 


Ke w Biyer (new Rbrs. frm.75) 
South Staffordshire 


1.750.000 
219,000 


Sonthwark and Yaozhall ... 
West Middlesex 


1472,000 
2,620,000 






Total Water 


51 


5-0 


10-1 


7,008,000 


13,855,000 



G2 
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XIV. 

TELEGRAPH CABLE AND MANUFACTURING 

COMPANIES. 

Scarcely any of our Submarine Telegraph Securities exist 
in tlie form which they had assumed ten years ago, and 
some are new creations. They have, as a rule, paid, and, I 
think, earned, moderate dividends ; for undertakings which 
are a necessity, and of too considerable a magnitude to fear 
private competition, are generally found to be profitable. 
But the mania of 1870-1-2 has scarcely been justified by 
the results obtained. Repairs are of necessity numerous 
and costly ; a Company should always have two cable con- 
nections between corresponding stations, so as to obviate 
delays caused by breakages ; and certainly it is requisite to 
place large sums to reserve to cover renewals, for the life of 
a cable can scarcely be placed at so long a period as twenty 
years. But, thus far, cable manufacturing is found to be 
more profitable than cable owning, as may be gathered from 
the earnings of the Telegraph Construction and India 
Rubber Companies during the decade. 
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Telxgsaph Oomfakibb' Dividends Ain> Masxbt Pbioes. 



Gable Oompakiss. 
Anglo-American 

Do. French Gable .. 
Brasilian Submarine 
Baatem — Shares allotted 
to— 

Anglo - Mediterranean 



bh 



Malta 



Falmouth and 

(120%; 

Marseilles, Algiers, &o. 

(par) 

British Indian Sub- 
marine (120 %) 

Eastern Ezteiision — 
Shares allotted to- 
British Indian Exten- 



sidn(150%). 
Ohina Subi 



^marine 

(110 %) 

British Australian 

^ 010%) 

Chreat Northern 

Submarine 

Western and BrazQian... 
West India and Panama 



MAKvrAcnrBiirG 

GOMPAKISS. 

India Rubber, Gutta 
Peroha, & Telegraph 

Telegraph Gonstrnotion 
and Maintenance ... 






65 
50 
10 



9 

8* 
10 
8 

H 
10 
245 

15 

m 



6 

28f 



IKvidends Paid in Each Year. 



1870 



% 
6 

5i 



61 
6 

4i 



101 
nil. 

5 
10 



1871 



% 



6 
5 

• • • 

4 

5i 

41 

81 
15 

• ■ a 

niL 






1872 



% 
8 

6* 



^6 



74 
7i 

5 
15 

nil 



1873 



% 



} 



6 



64 



74 
25 



>6 



5} 

16 
nil. 
niL 



24 
15 



18741875 



% 
5 

24 



6 



64 



7 
16 

5 
nil. 



nil. 
25 



% 
5 
3 



64 



54 

16 

24 

nlL 



niL 



61| 



1876 



% 
44 

5 



54 



6t 
17 

niL 
niL 



nil. 
15 



18771878 



% 

4 

5 



1^ 

niL 



nil. 
20 



% 
44 

5 



6f 
17 
niL 

1 



24 
20 



1879TotaL 



% 
5 



nil. 
niL 



10 
20 



% 
534 
61* 
254 



551 

544 
434 
52 

50| 

524 

49| 

57* 

1674 



40 
2244 



€ 



79 



56J 

56] 

74 



84 
84 
84 
84 

81 
8| 

r 

230 

3 



IS 
35 



Neither the dividends nor the market prices of the com- 
panies prior to amalgamation are what were actually cur- 
rent or declared at the dates named^ but have been adjusted 
so as to show the return upon that amount — say of Anglo- 
Mediterranean Telegraph shares, which would be represented 
by the existing Eastern Telegraph shares according to the 
terms of amalgamation. Thus, the £9 given as the market 
value of Anglo-Mediterranean shares, really represented 
the value of only £5 Anglo-Mediterranean capital, and the 
dividends paid in 1870 apd 1871 are but one-half the rates 
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actually declared. In 1872, this £5 of Anglo-Mediterranean 
became £10 Eastern capital, while as the Falmouth and 
British India received 120 per cent, in Eastern shares, the 
prices and dividends of 1870-71 represented the actual re- 
turn upon about £8 5s. of those companies* capitals. This 
manipulation was necessary for the purposes of the follow- 
ing contrast : — 

Betuan upon Telegraph Secubities. 



« 


Yield in 

Dividend 

per Gent. 

per 

AnTiiim. 


Yield in 
Value of 
Principal 
per Gent, 
per 

Annnm. 


Together 
per Gent. 

per 
Annum. 


Present 

Amount of 

Stock. 


Present 

Market Value 

of the 

PrinoipaL 




ApirlO"AineTican ,,-.„„,,.,.„ 


8-2 

10-3 

4-2 

6-2 
6-4 
5-4 
6-5 

6-8 
61 
60 
6-4 
6-3 
1-4 
0*14 


- 1-3 
1-3 

- 3^ 

- 0-6 
nil. 

- 1-9 

•6 

01 

- 1-3 

- 1-5 

- 1-0 

- 0-6 

- 8-0 

- 8-3 


6^ 

11-6 

0-4 

5-6 
6-4 
3-5 
71 

6-9 
4-8 
4-5 
5-4 
57 

- 6-6 

- 8-15 


2,550,000 
3,450,000 
1,300,000 

860,000 

910,000 

200,000 

1,425^000 

700.000 
600,000 
600,000 

1,500,000 
338,000 

1,398,000 
883,000 


1,447,000 

i;«)fl^ooo 

970,000 

731,000 

773,000 

170,000 

1,211,000 

586,000 
502,000 
502,000 
1,350,000 
777,000 
384,000 
154^000 


Do* French Gable 


BrfuriKmn ^nbrnniine „ . . . . 


Eastern: — 

Anglo-Mediterranean 

Falmonth .,,, 


MftrfleUleu -...,,,-- 


British Indian Snbmarme 
Eastern EzteAsion . — 
British Indian Extension 
China SwhTnarine 


British Anpt«^lian 


Great Northern 


flnhroarine , , , 


Western and BraisiUan 




6-5 


- 1-6 


4-9 


16,714,000 


11,455,000 


Inf^ii^ IFt.nhl^ei' 


6-6 
9*4 


117 
2-1 


18-3 
11-5 


312,000 
448,000 


405,000 
1,307,000 


Telegraph Oonatmotion 




8-2 


60 


14-2 


760,000 


' 1,712,000 


Altogether 


6-6 


- 1-3 


5-3 


17,474,000 


13,167,00t 
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XV. 



STEAMSHIPS AND DOCK COMPANIES. 

i^EW investments are subjected to greater variations from 
prosperity to reverse, and back again to prosperity, than 
steamship undertakings. The Ust of dividends appended 
is most diversified ; and though as a rule they -paid best 
when trade was briskest, this was not an invariable rule. 
Their working expenses must always absorb the major 
portion of their gross receipts; and they feel severely a 
rise in the price of coal or in ship-building materials. Most 
companies are their own insurers, and are in the habit of 
paying dividends out of the insurance fund when they have 
avoided heavy losses. Then the state of the countries 
between which they trade must be taken into consideration, 
and, as we have latterly seen in the case of the Pacific Com- 
pany, it has been absolutely necessary to develop a new 
route for the employment of a large portion of its most 
powerful tonnage. As a whole, it will be seen that 1878 
and 1879 proved more remunerative to steam marine under- 
takings than did 1875, 1876, or 1877. The reason for this 
was mainly to be found in the cheapness of working, which 
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more than connterbalaDced low freightB and the slackness o£ 
trade: — 

Stcavship DrvTDKima ahd Habxh Pbicbi. 







Dindcnds in Each Year. 


li 






», 


«. 


„. 




iSTslisre 


1S7J 


187^1879 


Total 


Rritiih SMpOHOora 


1 


i 


1 




■«, 


i? 


nU. 




i 


2 


.5 


■1 


7 


tiitionnl .. „. 


.!!* 






Dnion 


lil 


i.i 


M 


]■> 


1" 










Hi 




Mi 



ar shaft retnmed to jihArehi 

It is very possible that after the recent years of depres- 
Bion, a period of greater development may be in store for 
these companies; bnt they are certainly risky investmente, 
and it shoald not be forgotten that whenever a ronte ia 
specially profitable, competition is anre to be developed. 
This serves to keep down anything like a striking degree 
of prosperity. 



Betfrn tjpok Stbakhhip Shabsb. 




— 


'Twldhi 
DiTidmd 

perOSDt 
P« 


TlBldta 

Value ot 
Prlnripal 
percent. 


percent, 
per 


Amtmntol 


Preeent 
Uu-ket V>lne 

of the 
PrtMip«L 




3-4 


- 1% 
8-S 


IIW 


e 

876,000 
3BO.00O 
7S0.O00 

90^000 


a,700,000 

■•sss 


gSr.::::: ::.::■ :::: 








»! 


OS 


61 


7.«18fl00 


BpHSOM 



Docks, it might well be imagined, depending as they do 

entirely upon shipping for their profits, would finctnate in 

'h in the same proportions as Steamship shares. 
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But snch a conclusion would not only be hasty but quite 
erroneous. The dividends on Dock stocks are far steadier 
and more assured^ and^ though seldom high^ are generally 
improving. Oftentimes their storehouses and wharves are 
as full, or fuller, in stagnant times than in brisk, for idle 
shipping and unsold goods must lie somewhere ; and hence 
we cannot find any of those marked signs of depression in 
1876-79 which might otherwise have been anticipated. 

Dock Companixb' Diyidsndb Am) Mabejst Pbicbb. 



Bstst ftnd West Indian..... 

HnU 

London and StKatharine 

MiUwaU 

Southampton 

Surrey Commercial .... 



II 
I* 



125 
96 
51 
30 
731 

109 



Diyidends Paid in Undermentioned Years. 



1870 



% 
6 

5 

2i 

nil. 
4 
6 



1871 



4* 

3 
nil. 
4i 
5 



1872 



% 



niL 



f 



1873 



% 



5 
5 



18741875 



% 
6 
5 
4 
3* 
4i 
5 



5 

3* 
4 
3 
51 



1876 



5 
31 

4 
4 
6i 



1877 



% 
6 

5 

Si 

3 

31 

6 



1878 



% 
6 
5 
3 
3J 
4 
7 



1879 



% 

5 
3 
4i 

4 
7 



Total 



59 



24f 

41 

58 



'Si 

II 



118 
93i 
76 
99 
86 

147 



Eetvbn upon Docs Stocks. 






Yield in 

Dividend 

per Cent. 

per 

Annum. 


Yield in 
Value of 
Principal 
per Cent. 

per 
Annum. 


Together 
percent. 

per 
Annum. 


Present 

Amount of 

Stock. 


Present 

Market Value 

of the 

PrindpaL 




Kngt ftnrl W^ Trtrlift 


4-7 
5-2 
6-4 
8^ 
5.6 
5-3 


- 0-6 

o-s 

5-0 

23-0 

1-7 

3-5 


41 
4-9 
11-4 
31-2 
7-3 
8-8 


£ 

2,385,000 

1,621,000 

5,756,000 

510,000 

361,000 

965,000 


2.734,000 


Hull 


1,516,000 


London and St Katharine... 
Millwftll 


4^74,000 
505,000 


Southamnton 


310,000 


Surrey Commercial 


1,418,000 








60 


47 


10-7 


11,598,000 


10,857,000 
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xvi. 

LAND COMPANIES — LAND MOETGAGfE 

COMPANIES. 

A Land Company, and more especially a colonial or foreign 
Land Company, is usually an undertaking of slow growths 
Extensive land tracts can seldom be developed to advantage 
without years of attention, and hence it has been general ta 
combine some other trade connected with the land which 
may yield more immediate returns. The Hudson's Bay 
Company are extensive traders in furs ; the Australian 
Companies are mostly large growers of wool; and some 
companies also partake of the nature of a Land Mortgage 
Company. This is of course the case with the Building 
and Land Societies in this country, and of the Property 
Companies in Scotland, the former of which are a benefit 
to the community and pay their way, while the latter have 
been too much the rage North of the Tweed latterly to be 
profitable for years to come. 

Allied to the Land, but much more closely allied to the 
Land Mortgage Companies, were the Finance undertakings 
which proved such disastrous ventures a decade and a-half 
ago. That the principle of the Finance Company wa& 
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wholly bad caimot be contended. It was the wholly reck- 
less manner in which they were conducted, their excessive 
and ridiculous commitments, the unjustifiable dividends 
which they paid during the first years of their existence^ 
which proved their ruin. A Finance Company with a paid- 
up capital of £1,000,000 would agree to " finance '' risky 
ventures to ten times that amount ; and after the panic of 
1866 their commitments ruined them. * But a Land Mort- 
gage Company of the present day "finances'* the small 
venture instead of the large one, and does not trade beyond 
the extent of its paid-up capital and debentures ; and, when 
carefully managed upon these principles, they may be, 
some are, very prosperous. Especially has this been the 
case in the Colonies, most of all the Australian Colonies, 
and many Colonial Banks have been tempted to participate 
in the business. The recognition of this, and the growing 
prosperity of the Australian Mortgage, Land, and Finance, 
the New Zealand Trust and Loan, and similar undertakings, 
has led to the introduction of many other companies of 
a similar type, some of which may possibly do very well, 
while others run the risk of being foolishly conducted and 
of ending in disaster. It cannot be too strongly impressed 
upon directors of these companies that their business must 
require constant watchfulness and supervision in the district 
where the accommodation is afforded ; while they must be 
careful to guard against the possibility of a large number of 
debentures faUing due at any one time. Indeed, it would 
be weU if their debentures could for the greater part be 
converted into perpetual stock. 

From these remarks, it will be gathered that the follow- 
ing figures in no way indicate the early prospects of either 
new Land or new Land Mortgage Companies. 
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COXPAKIXB OV MOBB THAN TeN TkABS' STANDINa. 



1^ 



Lahd. 

Aiistraliiin AgpricnltnraL, 

Britdsh American , 

OanAclA(27lpaidm70*). 

Hudson's Bay 

Katial 

Feel River 

Soottiali Australian In 

Testment 

HoBTaAax. 
Australian Mortgage, 

Land^and Finance 

Oredit Fonder of Manri 

Idas 

Maoritias Land Credit.. 
Kew Zealand Loan and 

Mercantile Agency 
"New Zealand Irast and 

Loan 

Tmst and Agency of 

AnstraJasia 

Tmst and Loan of Upper 

Ganada 



£ 

16 
66 
10 
4. 
33 

77* 



4* 

8 
i 

6i 
li 
51 



DiTidends Paid in Each Year. 



18701871 



% 

£1 

£H 

3 

niL 



2 

niL 



1872 



10 

8 
8f 

10 

10 

20 

9 



% 

Sk 
£1 
£4, 

5 
nil. 

21 



10 

8 
81 

10 

10 

20 

9 



187318741875 



% 

6f 
£1 
£5 

61 
niL 



3 

8i 

10 

8 
8i 

12i 

10 

20 

8 



\ 



% 

£1 

£5 

6 

nil. 

10 



12* 

10 
10 

m 

10 

20 

9 



% 

16i 
£2i 
£5 

niL 



124 

m 

10 
10 

m 

10 
20 
10 



1876 



% 

£2' 
£3 

44 
niL 
6 

124 



124 



16 
10 
20 
10 



% 
19 



18771878 



niL 
6 

124 

124 

124 
13f 

16 

10 

20 

10 



% 

18f 

£2 

£3 

niL 



niL 



44 
124 

124 

164 
16 

15 

11 

20 



1879 



% 

131 
£1 
£6 
niL 



niL 



44 

114 

16 

13J 
181 

16 

12 

20 



94» 9 



Total. 



% 

131 

£ 



2 
3 

10 



16 

104 
164 

16 

13 
20 

84 



% 



£414 
38 
2 
39 

9^ 



1224 

llOf 
1224 

1324 

106 

200 

92 



o • 



£ 

84 
26 
78 

77 
180 



10* 

11 
4 

10 
2i 
7i 



* RepaymentB of capital added to dividends instead of being treated as gain in principal 
(making dividend 6741 for ten years). 

In 1870, the Land Mortgage Companies then in existence 
were considered to be so nearly allied to Finance Companies, 
that their market values were unduly depreciated. Take 
for instance, Mauritius Land Credit and Agency Shares. 
That company had regularly paid high dividends, yet the 
shares with £2 paid were quoted at only 15s per share (or 
at four years^ purchase), while at the present price of £4, a 
rise in principal is indicated of no less than 433 per cent., 
or upwards of 43 per cent, per annum. The extraordinary 
percentages indicated below must therefore be held to 
represent those extraordinary circumstances which existed 
at the beginning of the decade, much more than the 
growing profitableness of the business transacted. 



LAND COMFAinDBS. 
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Lavd. 
AnstraliAn A^ricnlionl . 

Britiah American 

Oanada 

HudBon'i Bay 

Natal , 

Peel Biver 

Boottish Anstialiaii tiiTest.. 



HOKTGAOS. 

Australian Mortgage Land 

and Finance 

Credit Eonder of Maarxtiiui 
Manritias Land Credit .... 
New Zealand Loan and 

Mercantile Agency 

New Zealand Tnut and 

Loan 

Tnut and Agency of 

AnBtralaaia , 

Tnut and Loan of Upper 

Oanadft , 



Yield in 
Dividend 
percent. 

Aiinnin. 



15-2 
9-5 

10^ 
6*4 
0-5 

11-8 

12-1 



8-5 

1S« 
198 
SSt9 

IS2 
81 

11'4 
9^ 

18-3 



Yield in 
Valneof 
Prinoipal 
per Cent. 



880 
6^ 
2^ 
6-2 
7-5 
13-3 
13^ 



U-0 

13^ 

37 

43^ 

8^ 

54 

4-3 

46 

100 



Together 

percent. 

per 



68-2 
157 
12^ 
11-6 
80 
25-1 
25-3 



19*5 

27-5 
17-5 
75-9 

21-2 

13-5 

157 

13-6 

23-8 



Present 

Amount of 

Stock. 



£ 

430,000 
307,000 
9,000 
1,700,000 
365»000 
600,000 
300,000 



3;611,000 

350,000 

120,000 

60,000 

100,000 

34^000 

250^600 

1,214000 



Present 

Market Valne, 

of tlie 

PrinoipaL 



£ 

1,681,000 
145,000 
702^000 

1,526,000 
255,000 
462;000 
540,000 



5^311,000 

717,600 
132,000 
120,000 

5401O0O 

200,000 

SSfiOO 

375,000 

2^69,000 
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XVII. 

TEAMWATS. 

It is impossible to deal with these securities over a fuH 
period of ten years, because in 1870 such undertakings 
were not in existence. Eight years have therefore been 
chosen as the term over which the table below extends, and 
very few Tramways have been at work and earning dividends 
even for so long a period. As has before been pointed out, 
it is an axiom of finance that companies which are so 
serviceable to the community can always be made profitable. 
But Tramways have not proved disastrous to Omnibus Com- 
panies, as was urged during the Tramway mania. Such 
prognostications are almost always found to be baseless. The 
electric light will not ruin gas properly, nor the telegraph 
make the letter-carrier's duty a sinecure, nor the telephone 
affect the earnings of the telegraph office. Consequently^ 
we find that the stock of the London General Omnibus 
Company, which was depreciated in 1872 by the Tramway 
mania and the underground railways, has during the past 
eight years risen rapidly, and paid larger dividends than 
ever before. On the eight years this stock has yielded more 
than five times as high a rate to the buyer as an investor in 
Tramway shares has secured. 





Mabeet Pbicbb 






|i 




k 





1872 


18731871 


1875 187h 


1877 


™ 


1.7. 


Total. 


u 




1 


8 


n 


?1 


% 
f 

u 

f 


1 


% 

i; 


■S! 




BdinbnrBU TTamwaya 

IflndonGcnemUlii.i.-.M 
MorthMi-tropolitiiNTi ■ 
Provincial Trainivni 


1 

101 



Ebtubn on 


Tbamwat and 


OMNIBna SBCnBITIBB. 


— 


TioMin 

porCOTt 


YieWin 

Prinoipal 

per 


Togrthet 
percent 


present 
Amonntot 


Preaeot 

Market Valne 

olthe 

FiDioilvL 




77 


2-5 

1 


8-0 

i 


A™ 

150,000 
400,001) 
£50,000 

ffiffi 




SSp'oS"'" 




Hoitb Metropolitati 






5* 


08 


8-a 


1,830,000 


23SMW) 




London Gsneral Ctanitaa 


l^a 


19-5 


M7 


fiM.000 


1.IS8.000 
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CONCLUSIONS. 

HiTSBETO, for the most part, useful and profitable SecuritiesF 
liave claimed our attention — Grovemment Loans and Joint 
Stock Companies of too considerable, public, and definite Sr 
character to fear the effects of private competition; for 
where private enterprise can compete with joiiu-stock enter- 
prise the farmer is usually the more successful. A decade 
in the life of large undertakings has been passed in review,^ 
for the most part favourably ; but what can be said of the 
host of smaller ventures which have made their appearance 
since the passing of the Companies Aci of 1862 7 As a 
whole, they have done badly. It should be the rule of all 
investors to have nothing to do with a small company, 
unless they can watch over and control its operations. In- 
stances can be named where small companies have succeeded, 
more where large ones have failed. But these are excep- 
tions, and the rule is certainly the other way. 

But there are some important descriptions of securities 
which have not been dealt with in these pages, amongst 
which are City Loans, Iron and Coal Companies, Mining- 
Companies, and Manufacturing concerns. But, taken as 
distinct types of securities, these have not been in existence 
a decade ; not even Mining Companies, for probably three- 
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f ottrtlis of the Joint Stock Mining Companies in existence 
ten years ago have ceased to be, and those created since bid 
fair to have as brief and as luckless a career. The excep- 
tions are very few, and the losses, not the profits, have been 
large.* English Tin and Copper Mining Industries are not 
likely again to assume that pre-eminence which they once 
held, foreign competition becoming steadily more and more 
powerful as communications are opened up; and the old 
proverb that no man can make money out of a Cornish 
Mine, except he be a Cornish man, is likely to hold more 
true than ever. There has never been a time when English 
shareholders have made money out of Gold and Silver 
Mining Companies, and successive manias in those direc- 
tions have ever ended in disaster. Can we, therefore, dare 
to hope that it is left for Indian Gold Mining to belie the 
past, and repay the present outlay ? 

What can be said of the Iron and Coal Companies' 
speculation of 1872-5 ? Little beyond this, that a host of 
private firms, seeing their opportunity, effected a sale of 
their properties to joint-stock eompanies at inflated prices, 
and that not one in four has since made anything approach- 
ing an adequate return upon the capital embarked. Some 
few of the old and giant companies which were afloat prior 
to 1870 profited considerably during the coal and iron 
famine, and on the ten years have made a moderate return 
to their proprietary. The following were the four largest 

• The names of upwards oi 100 Mining Companies brought oufc in 
the two years 1870-71, were inserted in the pages of the Inyestob'b 
Monthly Manual at the time ; but after a careful scrutiny I cannot 
find that more than ten of those companies are now in existencOj of which 
but five have paid dividends, while one only — ^the Bichmond Consolidated 
— ^has paid high dividends. 
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companies in existence in the country prior to 1870, and on 
the decade their return to the investor has been : — 



Bolokow, Yaoghan, uid Co 

Ebbw Yale Steel, Iron, and Goal 

Bheepbridge Coal and Iron 

Stayelj Coal and Iron 



Dividends 
percent. 

per 
Annmn. 

7-0 


Prinoipal 

per Cent. 

per 

Annnm, 

- 1-0 


Together 
per Cent. 

per 

Annum. 

6-0 


5-3 


- 6-0 


(n 


71 


- 4-0 


8-1 


9-8 


+ 4-0 :.. 


18-8 



But these figures are no criterion of the return upon this 
class of inYCstments as a whole, though very possibly those 
undertakings which have survived the depression of the 
past four years may fare better in the future. 

But the record of this speculation leads us irresistibly to 
another conclusion. Whenever there is a rush to convert 
private firms carrying on any one class of enterprise into 
joint-stock companies, there is certainly some powerful 
reasons at work to induce those firms to realise. Hence^ 
such conversions en masse should be shunned by the pru- 
dent investor. They will certainly occur again, and if it 
be possible by timely warning to lessen the superabundant 
supply of dupes, the consequent loss will be less. 

Investors cannot be too powerfully urged to avoid secu- 
rities which are systematically '^puffed." If they read a 
high-flown tirade upon the merits of such and such an in- 
vestment, they may be sure that personal interest directed 
the pen that wrote it. 

I hold it a matter of no little importance that an investor 
should be able to assign definite reasons for the selection of 
the securities he acquires. If you can form distinct opinions 
as to the development of certain descriptions of enterprise^ 
certain nations, certain colonies, certain districts, and caa 
watch the development of those circumstances upon which, 
your opinions were founded, it is there that your moat 
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profitable investments should be. K you do not consider 
yourself sufficiently conversant with finance or commerce 
to form decided opinions, guaranteed securities are better 
adapted for you, and it is always desirable to multiply your 
risks. 

Should an ^' uncalled liability '^ be avoided by investors f 
This is a question to which a circumstantial answer can alone 
be given. The rich man naturally enough shuns unlimited 
liability more than the poor one ; but it is the opinion of 
many well qualified to speak on the point that in the care- 
fully audited accounts of a limited bank such failures as 
those of the City of Glasgow and West of England Banks 
are simply impossible. Any bank may incur a loss, but 
with an efficient professional as well as lay audit, such 
losses cannot be perpetuated, and thereby increased. And 
the real danger lies in hiding such losses from sight. In a 
well-established undertaking a limited liability is a risk 
which may well be compensated by an extra | or 1 per 
cent, in dividend. Still, I look upon a comparatively new 
land mortgage company with a £20 share, £2 paid up, as a 
risk which something more than an extra 1 per cent, in 
dividend should be the sufficient compensation. 

An investor should never hesitate to buy because the 
Stock Markets are depressed and prices have fallen. The 
most rapid fluctuations in prices are those which are the 
result of speculation ; and there are times when the specu- 
lator's dilemma is the investor's opportunity. Still, it would 
be unwise for a would-be buyer to await such an oppor- 
tunity ; and this caution is merely requisite to enable him 
to gauge the temper of the Stock Exchange at what it is 
really worth. It is seldom that the daily movements in 
prices can be traced to intrinsic merits. 
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I have known money lost by the holder of a security 
making a resolution to sell it at a given price, simply be- 
cause he had realised a profit, without first selecting another 
channel for the employment of his money. It is sound 
advice to a speculator to take a profit when he sees it, but 
not to an investor, who should always recollect that secu- 
rities rise and fall together. Thus, if he sells Great 
Western Stock because it is high, he will likely enough 
end by buying London and North- Western at a corre- 
spondingly high figure. The careful investor should not 
be in a hurry to discard a security which has served him 
well. 

Finally, it may be stated that those investors fare uni- 
formly the best who hold small stakes in large securities. 
Of course it depends upon the amount of your capital to 
determine what is a small or a large holding; but the rule 
which applies to the avoidance of small companies should be 
extended to small States and small loans. Numerous small 
holdings, however, embody the principle of those ^^ Trusts,^' 
which were started with the avowed object of giving small 
investors the opportunity of spreading their risks over a 
large field. But after one or two had been placed success- 
fully, they became the rage, and others were brought out, 
which offered impossible returns to the buyers of their certi- 
ficates. To effect this end, risks were incurred which, had 
their subscribers been informed beforehand respecting them, 
would have effectually disposed of those Trusts altogether. 
They promised great results, but hid the means whereby 
those results were to be attained. Should it now be decided 
that Trusts can be legally constituted (and as Trusts are 
more sound in principle than Trust companies, they should 
certainly be legalised), they might with some modifications 
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again become deservedly and highly popular. But by all 
means, cast the fullest light on their proposed investments, 
that of itself being an efficient and ample safeguard against 
improper holdings. Bankers could well arrange such Trusts 
for the benefit of their customers, or solicitors for their 
clients; and, as a short example will teach us more than 
pages of these generalities can do, the following sketch of 
a Trust may serve the purpose in view : — 

" Messrs. have arranged for the eBtabHshment of a 

Foreign Grovemment Trust for £1,000,000 to be invested in ten 
equal ai^iotints in the following securities: — United States 4 per 
cent., Egyptian 6 per cent, preference, Portuguese 3 per cent., 
Russian 5 per cent. 1872, Italian rente, Hungarian Gold rente, 
Austrian Gold rente, Spanish 3 per cent., Brazilian 5 per cent. 
1875, and Chilian 6 per cent. 1873. The income derivable from these 
securities at present represents about £56,500 per auuuTn in the 
aggregate, or over 5^ per cent, per annum, of which it is proposed 
to divide 5 per cent, annually, leaving, after deducting the maximum 
£1,000 for expenses of management, above £5,000 towards the 
declaration of a quinquennial bonus. The proceeds of bonds 
redeemed will be applied yearly to drawings of trust certificates, 
repayable at such a price as shall represent the sums received upon 
the stocks at the date of their redemption. These repayments 
may therefore be expected to be made at a premium. If in any 
year less than £50,000 should be received in interest a correspond- 
ingly reduced distribution will be made, and arrears afterwards 
recovered would remain in hand until the payment of the quin- 
quennial bonus. The above securities can only be varied by the 
vote of holders of two-thirds of the certificates out-standing, and 
a like number of votes may at any time terminate the trust. 
Subscriptions may be made in bonds of the above loans within the 
limits stated; but should less than £500,000 be subscribed, the 
deposits will be returned." 

Such in the rough is the outline of a Trust, of a fairly 
sound character, there being a sufficient margin still to pay 
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5 per cent, interest^ eyen if any one of the ten secnritiea 
were wholly in default. 

In these various conclusions, I am aware that I have, to 
a considerable extent, reproduced views which have been 
enunciated before. I do not ofEer them as original, but 
true. But the irresistible conclusion which this inquiry 
has forced upon me, and which I wish to impress upon the 
investing public, is this : — ^It is not either the slight risks 
(that is, the safe investments) nor the extreme risks which 
have been the most profitable to our investors. The 
moderate risks have certainly paid the best during the past 
ten years; and doubtless they will do the same in the 
decade to come. Take, for example. Government Stocks, 
because there, side by side, we have visibly set out before 
us aU three sets of risks at once. In 1870, there were a 
certain number of such stocks which offered the investor 
less than 5 per cent, return upon his money, and they have 
paid him what he expected. But those which offered him 
from 5 to 6 per cent., and in some cases nearly 7 per cent., 
have yielded, as a class, much more considerably. But 
again, those loans which tempted investors with still higher 
baits have almost all of them ended in a loss of both prin- 
cipal and interest. Probably, the " moderate risks '^ of the 
present day should not be sought amongst those securities 
which offer more than 5 or 6 per cent, interest, and the 
lower limit should certainly be adopted if the sum to be 
invested is not sufficiently large to enable you to hold a 
considerable number of them. 



COUSIKB AND CO., 

PRINTEBS, 6, ESLKBT OOUST, 8TBAND, 

LONDOV, WX!. 






COFSIKS AND CO., 

PBINTEBS, 6, HELMUT OOUBT, 8TBAKD, 

LONDON, W.G. 



i 
1 

t 

/ 



G0FSIN8 AND CO., 
PBINTEB8, 6, HELMUT OOUBT, 8TBAKD, 

« 






r 













J 



